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@ When you are asked to recommend an 


Society, Inc.. will give you complete confi- 
dence The five men pa po. 24 our” Execu- 
tive Ed IC 

for LAS educational policies a activities. 
The sixteen Certified Public a-ecuntants 
composing the [AS Faculty prepare text 
material, give consultation service. or grade 
examination papers Some give full time. 
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others part time. to [AS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants. business executives. 
attorneys. and educators. who counsel with 
the LAS management. on request. about 
technical accounting. educational. and buss- 
ness matters. 

The uniformly ngh caliber of these men w 
eloquent testimony to the quality of IAS 
training. 





“ EXECUTIVE EDUCATIONAL COMMITTEE 





©. W Emshof. CPA 





JOHN T. MADDEN roa 8 coated enim, tne, Doss Schoo! nae an om 
nance. New York Universiry, Former Pres American Association nwver: 
CPA. BCS.. M.A. Sc.D i io ¢ gg emo omhe Sch “4 
of Business 
DEXTER S$. KIMBALL ayer Need s ornell Unnorary, Forme Accountants Society Inc. Dean Emerteus. 
.. LL.D. D: oy Engineering Cornell Universir: Ici) Soctery of Mechans 
“a Oe cal Engineers. author of “Cos Finding” : “Induserial Economics.” and other nt hen 
LEE GALLOWAY Vi i of Directors national Accountants Society Inc.. Forme 
B.Sc.. Ph.D Chairman. Boar Board Pr The Ronald Press Company. Former 
of Management, New York University. author of “Office Management’ and other textbook. 
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Society of CP A's Former t. American Institutes of Accountants 
STEPHEN GILMAN 7 , 3 Se ‘ ¢ Con 
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che Figures Mean.” and numerous technica! arnicles om accounting and allied ry 
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INTERNATIONAL ACCOUNTANTS SOCIETY, snc. 


A Correspondence School Since 1903 
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THESE ARE IBM 
PRODUCTS, SERVICES 


Electric Punched Card Accounting Machines 
and Service Bureau Facilities 


Attendance Time Recording Systems 
Job Cost Recording Systems 
Master Electric Clock Systems 

Electric Typewriters 
Proof Machines 
Electric Test Scoring Machines 
Program Signaling Systems 
Fire Alarm Systems 
Recording Door Locks 


Laboratory Panels 


IBM 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building, 590 Madison Ave., New York 22, N. Y. 
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The Burroughs Electric Calculators shown in this 
laadai You 60 an office of the Pennsylvania Roilrood Company, 
Philadeiphic, Po., are just o few of the mony 


rroughs odding, colculcting ond occounting 
mochines used by this grect tronsportotion 
system to speed its figuring and cccounting work. 
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As the figuring and accounting needs of railroads and 





other business and industry have grown and become more 
highly specialized, Burroughs has constantly anticipated 
¢ r these needs with new and improved adding, calculating, 

‘ 4 accounting and statistical machines and features. 
Burroughs This continuous program of product development— 

f IN MACHINES employing the most modern research, engineering and 

IN COUNSEL manufacturing techniques and facilities—has been, and is, 
eae an important factor in building and holding world 
leadership for Burroughs in the business machine field . . . 
is an important reason why you see Burroughs 
machines wherever you go. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES, NATIONWIDE MAINTENANCE SERVICE, BUSINESS MACHINE SUPPLIES 








December 1946 


Vol. 3 No. 4 


THE INTERNAL AUDITOR 


A PERIODICAL OF 
THE INSTITUTE OF INTERNAL AUDITORS, INC. 











CONTENTS 


The Season of Seasons 5 
The President's Page 7 
Summary of The Fifth Annual Conference 9 
Chapter Presidents ‘ 12 
Chapter News 18 
New President of the Burroughs Adding Machine Co. 22 
Chapter Meeting Dates and Places 24 
Chapter Directory 25 
Articles of Interest to Internal Auditors 27 
The Research Program of Tue Institute 28 


Internal Control and 
Internal Auditing by Maurice E. Peloubet and Victor Z. Brink 41 





Annual Report of Industries Committee 57 
Officers and Directors of Tue Instrrure 59 
Menibership by Chapters 61 
Supplemental List of Members 61 
Resignations 63 
Released from Military Service 64 





THE INTERNAL AUDITOR. Owner, The Institute of Internal Auditors, Inc. Publication 
office: 39 Atlantic Street, Stamford, Conn. Editorial offices: 120 Liberty Street, New York, 
. N. Y¥. Publishers: The Institute of Internal Auditors, Inc. Entered as second class 
matter under the act of August 24, 1912, at the Post Office, Stamford, Connecticut. 
Advertising rate card upon application. Members of The institute of internal Auditors 
j are invited to submit papers for publication. Charles J. Fue, Editor. Copyright 1946, 
The Institute of Internal Auditors, Inc. Issued quarterly on the first day of September, 
December, March and June, $1.00 per copy. Subscription $4.00 per year. 

















The Internal Auditor 





Armed Guards And Steel Vaults 
... and La Monte Safety Paper 


| oo the appearance of La Monte 
Safety Paper is less dramatic than that of 
a stalwart armed guard...less impressive 
than a massive steel vault. But it’s a for- 
midable protection, nonetheless. 

You can enjoy a sense of security when 
this paper is used for your checks, vouch- 
ers, requisition forms, cash receipts and 
other accounting documents— you have 
an added insurance that these documents 
will go to final audit as orginally writ- 
ten. For any alteration attempted on a 
La Monte Safety Paper shows up imme- 
diately —and conspicuously. 

Why not discuss this with your printer— 
have him furnish proofs of your forms on 
La Monte Safety Paper. 





GEORGE LA MONTE & SON 
NUTLEY, NEW JERSEY 
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THE SEASON 


LL of us look forward to a 
great many things—each of 

us according to his desires, his 
active ambition his vision. 
We accomplish, we achieve; and 


and 


we make, knowingly or otherwise, 
continual progress toward our des- 
Not often do we look 
backward, for whatever belongs 


tined goals. 


to the past is a forgotten issue ex- 
cept for the essence of the lessons 
that life 
taught us. 


and experience have 


We continually look forward! 
Yesterday belongs with the “snows 


Today, 


the tomorrow 


of seven thousand years.” 
only, is ours! In 
lies all future opportunity—ours, 


indeed, to grasp! 


But, as we travel through life. 
we periodically come to certain 
milestones. Perhaps they have 
only momentary sentimental sig- 


nificance. Perhaps on the other 


OF SEASONS 


hand, they have great even though 
passing importance; all 
things of life and experience be 
long to that which inevitably, in- 
exorably drifts into the what-has- 
been. 


since 


Therefore, may we grip closely 
the fleeting moment. And, giving 
to it whatever weight or consider 
ation we may, each of us, accord- 
ing to his perception and appreci- 
ation, feels something, to what 
ever degree, of the spirit of the 
Christmastide. 

This is the moment! 

May each of us wish all of us 
the best possible that may be real 


May all of us wish each of 


us that which, alone, 


ized! 
we could not 
achieve, but which all of us, for 
all of us, can certainly attain! 

This, if you will, is in keeping 
with the Season of Seasons 
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He saved 


our business” 





“A year ago we wanted to launch a 
new product. The bill for expansion 
would be steep, but we expected other 
sources of income to absorb many of 
our added costs. 

“Sam Gardiner, our cost accountant, 
saved our business by advising us not 
to expand. Showed cost facts, proved 
that we had overrated our potential, and 
underrated expansion costs.” 





a 
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Because he knows the fresh facts 
upon which sound policy depends, the 
cost accountant is one of management's 
most valued aides. 


McBee is not an accounting firm 
...but with products and methods 
evolved in forty years... aids the 
cost accountant by making the facts 
available faster. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17, N. Y... Offices in principal cities 














HE Fifth Annual Conference 
held in New York in October 
marked a definite milestone in the 
progress of Tue Instirute. It 
was a success in every particular; 
and the attendance in numbers 


and the enthusiasm were notable. 


Members and guests came from 
many states in the Union, from 
Canada and England, clearly dem- 
onstrating the wide-spread in- 
terest in Tue INstiTuTE and what 
it represents. 

The renewal of associations and 
friendships at the Sunday after- 
noon Reception made the occasion 
one to remember, since it em- 
phasized again the good fellowship 
we of Tue InstiruTE enjoy. The 
Monday evening dinner and the 
Tuesday luncheon were high- 
lights; but the General Sessions, 
the important reason for these 
Conferences of ours, gave us all 
Excellent ad- 


dresses and pointed discussions 


food for thought. 


made for the genuine enthusiasm 
with which these gatherings were 
held. Elsewhere in this issue of 
our Quarterly will be found a 
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summary of Conference activities 
which, I think, will be of interest 
to all our members. 


There are two other matters of 
importance I want to call to the 


attention of the membership body. 


The first has to do with future 
Conferences and where they are 


to be held. 


It has been the desire of the 
Officers and Directors of Tue In- 
STITUTE to hold our Conferences 
in various parts of the country 
in order to give the members in 
the different sections a closer con- 
tact and a more convenient means 
of attending the Conference ses- 
All the years of Tue In- 


STITUTE’s existence, prior to this 


sions. 


last Conference, were war years, 
and it was deemed impossible to 
hold the Conference elsewhere 
than in New York. 


At a meeting of the Board of 
Directors, held prior to the Re- 
ception during the Conference, it 
was decided to hold the 1947 An- 
nual Conference outside of New 


York, if arrangements can be 
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made and hotel accommodations 


secured. After considerable dis- 
cussion, the Board concluded that 
Detroit is the logical city for the 
next Conference. Final announce- 
ment concerning this will be made 
as early as possible. 

The second matter I wish to of- 


fer for consideration: . 


Since the day of its founding, 
Tue Instirute has operated un- 
der the administration of its Of- 
ficers, Directors, and Committee 
Chairmen on a voluntary and un- 
paid basis. This has entailed con- 


siderable sacrifices of- time and, 
in many cases, expenditures of 
personal funds. The growth and 
vitality of Tue IystiruTe are evi- 
that 


worth-while. 


sacrifices have 
Our 


geographical 


dence these 


been INsTI- 


TUTE now has a 
spread and an enthusiastic mem- 


bership in many cities throughout 


the North American continent as 
well as a modest membership in 
other countries; and the service 
to its members requires a perfect- 
ing of Tue InstiruTE organiza- 
tion. From its very beginning its 
founders envisioned the time 
when it would operate with a 
The 
relief of its Officers from the many 


competent paid personnel. 


problems of administration can 
afford them the time to further 
the objectives of Tue Institute 
in other ways. 


Briefly, THe Institute should 
have a managing director to ad- 
minister its affairs. And it is 
therefore time, in my opinion, that 
we begin active planning for a 
more effective working-out of our 
administrative affairs to the end 
that all of us 


can more con- 


veniently and more definitely 


drive toward the goals set up by 


Tue INSTITUTE. 














SUMMARY OF THE 
THE FIFTH ANNUAL CONFERENCE 


By EDWARD J. NOVOTNEY 
SUPERVISING AUDITOR 
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC. 


and 
MEMBER OF THE EDITORIAL COMMITTEE 


aE Firra ANNUAL CONFERENCE held at the Hotel Roosevelt, New 
York City, on October 6, 7, 8, 1946, was definitely a huge success 
from all viewpoints — attendance, speakers and interest. 


Members and guests who attended the Conference came from 
twenty-five states, the District of Columbia, Canada and England. 
Chronologically, the activities were as follows: 
October 6th— 
Sunday afternoon reception and get-together. It was a thoroughly 
enjoyable occasion on which those present became well acquainted 
with other members and guests and their wives. 
October 7th— 
Monday morning, 492 members and guests registered at the reg- 
istration desk and strolled into the rooms where the exhibits of 
office equipment, etc. were displayed. 


The annual business meeting, attended by members only, was 
held during the 10 a.m. to 12 noon period. Various committee 
reports were filed. President Atkisson made his farewell address. 
This was followed by the election of National Officers: 

President Artuur E. Harp 

ist Vice President Vicror Z. Brink 

2nd Vice President Harris R. Symes 

Treasurer Davin B. Marutas 


Prior to the meeting, the Board of Directors appointed J. K. Laur- 
entz Secretary of Tue INnstiTuTe. 


On Monday afternoon the first general session was held. Presi- 
dent Atkisson gave an address of welcome. Earle H. Cunningham 
presided. Speakers and their topics were: 

JOSEPH J. SCHOFIELD 


“Fundamentals of Internal Auditing” 
9 
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WILBERT A. WALKER 
“The Service of Internal Auditing to Management” 


FRANK B. NICHOLSON 


“Relationship of Internal Auditing to Organization” 


The general theme of this session related principally to Internal 
Auditing matters and methods and their effective application to 
management policies and established responsibilities. The sub- 
jects were skillfully and interestingly presented and were followed 
by numerous questions from the floor directed at the respective 
speakers. 
The Fifth Annual Dinner was held Monday evening. Charles 
J. Fue presided. After remarks by President-Elect Arthur E. Hald, 
the speaker of the evening, Lt. Col. Ralph O. Strassman, Vice President 
of Ward-Wheelock & Co., Inc., was presented. His address was on 
“The Battle of Industry.” 


Colonel Strassman, in the course of his address, said: 
“Business has lost much time in organized planning to win public 
regard for the free competitive system and since the end of the 
war has been blamed for all the dislocations and hardships result- 
ing from abnormal conditions and from unrealistic methods em- 
ployed by government in its attempts to cope with them. 


“Much time has been wasted and misdirected, and sporadic effort 
will not avail. But this may well be our last chance. Here we 
are, a little more than a year after a smashing military victory 
was achieved through American production and organization, sub- 
mitting tamely to the same old pushing around by the same old 
bogus-economics crowd who are still deluding the public with the 
same old promises. 


“Since the end of the war, business has been tagged with the war- 
profiteer label, its shortcomings blazoned to the world and its 
achievements soft-pedalled or entirely denied.” 


The dinner was attended by 328 persons. 


The second general session was held on Tuesday morning, from 
9:30 a.m. to 12 noon. Bradford Cadmus presided. Speakers and their 
topics were: 

DAVID B. MATHIAS 
“Personnel — Selection and Training of Internal Auditors” 


JAMES P. MILLER, JR. 
“Development and Application of Programs” 
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FRED A. COOPER 
“Reports — Form, Distribution and Follow Up” 


The topics of this session, as indicated by the titles, pertained 
directly to selection and training of personnel and the operating 
techniques of an Internal Auditing Department. The papers were 
received with a great deal of interest by the large gathering and 
were followed by extensive and interesting discussions. 


Luncheon was held from 12:10 to 1:50 p.m., with 285 persons attend- 
ing. The speakers were: 


MAURICE E. PELOUBET, Partner 
Pogson, Peloubet & Co., Certified Public Accountants. 


ARTHUR R. TUCKER, Managing Director 


Controllers Institute of America. 


WYMAN P. FISKE, Secretary 


National Association of Cost Accountants. 


In the course of these three informal talks, Tae InstrruTe was 
congratulated on the growth attained and the professional standing 
achieved in the comparatively short period we have been in ex- 
istence. We were assured of the understanding of our objectives 
and the sincere cooperation extended by the professional organiza- 
tions represented by the speakers. 


The third and last general session was held from 2 to 5 p.m. Victor 
Z. Brink presided. Speakers and their topics were: 


WESTON RANKIN 


“Problems of Coordination with Internal Auditors” 


H. G. KIMBALL 


“Problems of Coordination with Public Accountants” 


CARL F. SAXON 
“Case History — Joint Audits” 


EDWARD J. BARR 
“Case History — Separate Audits” 


This closing session of the Conference was devoted mostly to the 
presentation of an outline of methods for coordinating the work 
of the Internal Auditor with that of the Public Accountant. The 
Internal Auditor’s viewpoints were presented by Messrs. Kimball 
and Saxon, while those of the Public Accountant’s were outlined 
by Messrs. Rankin and Barr. Accelerated by the expert and in- 
formative observations of Victor Z. Brink, the discussions which 
followed were most enthusiastically carried on. 


Closing remarks were made by President-Elect Arthur E. Hald. 
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ARTHUR E. HALD + 
President, 1946-47 
Tue Instirute or Internat Avuoprrors, Inc. 


Mr. Hald is a graduate of Pace Institute of Accountancy and of St. John’s 
University, School of Law. He is a member of the Bar of the State of New York. 
Prior to his present business connection, he was in charge of General Accounting 
in the Brooklyn Edison Company. Mr. Hald is a Charter Member of Tue Insrrrute 
and, beginning with its organization, has been consistently active in its administra- 
tion. He wrote Tue Instirute’s Certificate of Incorporation, the By-Laws, and the 
Rules Regulating Chapters. He has served as Vice-President, Treasurer, Director, 
and has been chairman of several committees. Formerly Manager of the Auditing 
Department, Consolidated Edison Company of New York, Inc., he was recently 
elected Auditor of that company. 











Chapter Presidents 15 


MR. HAAS 


is a graduate of Chicago Grade and High 
Schools, later attending the University of Wis- 
consin where he studied accounting. For ten 
years he was on the staff of George K. Watson 
& Co., public accountants, and in 1933 became 
associated with Chicago Title and Trust Com- 
pany. He held various supervisory positions 
with that company and, in 1939, was appointed 
Auditor. He was a Governor of the Chicago 
Chapter from the date of its formation until he 
was elected President 





LeRoy R. Haas 
President 
Chicago Chapter 


MR. JOHNSON 


is a native of Cleveland. He has been associated 
with Pickands Mather & Co. for the last thirty- 
one years, and at present is General Auditor of 
that company. He is a Charter Member of 
the Cleveland Chapter of Tue Instrrute and 
successively has been Secretary, Vice-President 
and President 





Danie. H. Jounson 
President 
Cleveland Chapter 


MR. CHESNEY 


is a native of Ohio, and is a Certified Public 
Accountant of that state. He was associated 
with a public accounting firm and was in private 
practice for several years. Following this, he 
had an extended business experience; and, in 
1935, became Divisional Auditor of The Inland 
Manufacturing Division of General Motors Cor- 
poration. In 1945 he became associated with 
The Chas. Sucher Packing Co., of which com- 
pany he is Secretary and Assistant Treasurer. 
He is a member of the American Institute of 
Accountants, the Ohio State Society of Certified 
Public Accountants. and the Dayton Chamber of 
Commerce. 





Arrnur C. Cuesney, Jn. 
President 
Dayton Chapter 








Earte H. CUNNINGHAM 
President 
Detroit Chapter 


MR. LEHMANN 


The Internal Auditor 





MR. CUNNINGHAM 


has had both teaching and public accounting 
experience. He taught at Portland University 
(Maine), Shaw Business College, and was Dean 
of the National School of Accounting. He holds 
degrees of B.S.C. and M.C.S. from Portland 
University, and is a Certified Public Accountant 
of the states of Maine, Indiana, and Ohio; and 
he is an associate member of the American In- 
titute of Accountants. He became associated 
with General Motors Corporation in 1926, and 
is now General Auditor of that corporation. He 
is a Charter Member of Tue Iwnstirute and 
was formerly Second Vice-President and also a 
Director. He has served as Vice-President of 
the Detroit Chapter and as Chairman of the 
Educational Committee of Tue Instirure. 


was for twelve years a staff member of Haskins 
& Sells, public accountants. Subsequently, he 
was Comptroller and Treasurer of Southern 
Counties Ice Company in Los Angeles for a 
period of eight years. Following this, he be- 
came associated with Lockheed Aircraft Corpor- 
ation with which company he has been Super- 
vising Auditor for the past five years. He is a 
Charter Member of Los Angeles Chapter, and 
has served as Program Chairman and Vice- 








President. 





Ratpu E. Ayers 
President 
Miami Chapter 





Wim J. Lexmann 
President 
Los Angeles Chapter 


MR. AYERS 


studied accounting at the Georgia Technical 
Night School of Accounting. Subsequently. he 
was Cost Accountant with the Real Silk Hosiery 
Mills in Dalton, Georgia. In 1931 he became 
associated with Sears, Roebuck and Co., being 
on the auditing staff, and, at present, he holds 
the position of Resident Auditor in the Retail 
Department Store of that company in Miami 
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MR. UDEN 


was educated in England. Previous to his ap- 
pointment as Senior Auditor of Canada Packers 
Limited, he was Credit Manager for ten years 
in Montreal. Mr. Uden assisted in the forma- 
tion of the Montreal Chapter, and was its first 
Vice-President, subsequently acting as Chair- 
man of the Membership Committee. 





Rectnatp Upen 
President 
Montreal Chapter 


MR. MARTINSON 


was educated at Harvard College. His business 
experience has been connected largely with pub 
lic utilities, and he has been associated the last 
ten years with the Boston Consolidated Gas Com 
pany, of which company he has been Auditor 
since 1942. 





Harotp A. Martinson 
President 
New England Chapter 


MR. COBB 


was educated in England. He was engaged for 
over ten years in the public accounting field, 
and for the past five years: has been General 
Auditor of Worthington Pump and Machinery 
Corp. He is a member of the American Insti- 
tute of Accountants, the National Association of 
Cost Accountants, and the New York State Soci- 
ety of Certified Public Accountants. 





Hersert C. M. Cons 
President 
New York Chapter 








































The Internal Auditor 


MR. FISHER 


is a native of Philadelphia. After graduation 
from Central High School in Philadelphia, he 
took an A.B. Degree at the School of Accounts 
and Finance of the University of Pennsylvania. 
He has been associated with The Lehigh Coal 
and Navigation Company for the ay thirty 
eight years, and is now Comptroller of that 
company. He is a member of Controllers In 
stitute of America. Tax Executives Institute, and 
the National Tax Association. 





Frank M. FisHer 
President 
Philadelphia Chapter 


MR. WALKER 


is a graduate of the University of Pittsburgh, 
and a Certified Public Accountant of Pennsyl 
vania. At one time he was on the staff of Ernst 
& Ernst, and subsequently became associated 
with the United States Steel Corporation of 
Delaware with which company he holds the 
position of Audit Supervisor. He is a member 
of the American Institute of Accountants, the 
Pennsylvania Institute of Certified Public Ac- 
countants, and the National Association of Cost 
Accountants. 








Wirsert A. WaLKER 
President 
Pittsburgh Chapter 


MR. CORNING 


was educated at the Central State Teachers Col- 

lege, Michigan State College, and the General 

Motors Institute of Technology, all of Michigan. 

For the last twenty-six years, he has held sup- | 

ervisory positions with the Buick Motor Division | 

of General Motors Corporation, and at presen 

holds the position of Divisional Auditor. | 
} 





Gienn A. Corninco 
President 
Saginaw Valley Chapter 
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MR. GENDRON 


has been associated with Crown Zellerbach 
Corporation for the past fifteen years in the 
general accounting department; as Controller’s 
representative in charge of accounting for its 
wholesaling subsidiaries; and for the past six 
years as Manager of the Audit Department. 

Prior to his affiliation with Crown Zeller- 
bach Corporation, he was engaged in public ac- 
counting on the staffs of Haskins and Sells and 
Lybrand, Ross Bros. and Montgomery, and was 
auditor of a stock brokerage concern. He is a 
C.P.A. of California, and is a member of the 
California State Society of C.P.A.’s and The 
Controllers Institute of America. 





Victron G. GenpRron 
President 
San Francisco Chapter 


MR. LOUIS 


was born in Texas, and completed his early edu 
cation at St. Edward’s College, Austin. After 
serving in World War I, he majored in Com 
mérce and Finance at St. Louis (Mo.) Univer 
sity, graduating in 1921. He subsequently was 
engaged in public accounting practice, following 
which he had a considerable experience with 
business firms in St. Louis. During World War 
[II he was associated with McDonnell Aircraft 
Corp., St. Louis, as Assistant Manager, General 
Accounting, Fiscal Division, and was also Chief 
Tax Accountant and Co-ordinator of Insurance 
Matters. He is now Manager of General Ac 
counting and Assistant to the Vice-President and 
Comptroller of The Grove Laboratories, Inc., 
Josern G. Louis St. Louis. 


President 





St. Louis Chapter 


MR. TOWNSEND 


was born in England, and had early training in 
Law before coming to Canada. His business ex 
perience is connected-with the Packing House In- 
dustry, and he has served in various adminis 
trative capacities. At present, he is associated 
with Canada Packers Limited, and holds the 
position of Assistant Chief Auditor. He served 
as Secretary of the Toronto Chapter prior to 
his election as President. 





Wiruram J. L. Townsenp 
President 
Toronto Chapter 





CHAPTER NEWS 





(Owing to the fact that our publication is a quarterly, the 
deadline for material to be included in each issue is placed 
thirty days prior to publication date. This is because of 
the time required for composition, proof reading, and press 
work. In the last quarter of the year (editorially, August, 
September and October), it appears difficult for obvious 
reasons to corral news of Chapter activities. In this issue, 
therefore, we give the News as and in the order it was re- 
ceived, expressing our regrets to those Chapters whose activ- 








ity summaries came too late or not at all. Ep.) 








PITTSBURGH CHAPTER 
By Wixtu1am M. Hatt, Secretary 


T the September meeting, Mr. 

E. N. Crosier, a principal in 

the Pittsburgh office of Price, Wat- 

erhouse and Company, gave a 
paper, “Some Cases of Fraud.” 


Strikes forced the cancellation 
of the October meeting. 


Ten of our members were pres- 
ent at the Annual Conference. 


TORONTO CHAPTER 


By F. A. Douctias, Chairman, 
Chapter Activities Committee 


At the September meeting, 
Mr. J. B. Metzler, Chief Executive 
Officer, Regional War Labour 
Board for Ontario, spoke on “Prob- 
lems of Government in Connec- 
tion with Industry and Labour.” 





The University course, inaug- 
urated in 1945, will be carried on 
this season and will consist of 
twenty lectures. Ten Chapter 
members will act as lecturers. 


Arthur J. E. Child will act as * 


chairman of a committee that will 
be responsible for all phases of 
Chapter activities pertaining to 
Education. 


MIAMI CHAPTER 


By James D. Traney, Chairman, 
Chapter Activities Committee 


At the August meeting, Mr. 
James I. Keller, C.P.A., spoke on 
“Coordination of the Work of the 
Public Accountants and the In- 
ternal Auditors.” The September 
meeting continued with a discus- 
sion of the topic, various members 
citing case histories of their ex- 
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periences relating to the subject. 


At the October meeting, Mr. 
James, of the Public Relations De- 
partment of the U. S. Government 
Postal Service, spoke on postal 
rates and parcel post regulations. 


PHILADELPHIA CHAPTER 


By J. M. Apxins, Jr., 
News Reporter 


The first meeting of the season 
was given over to a questionnaire 
program on “Who of us are en- 
titled to professional association 
with the rest of us — and Why?” 
It was a lively evening, enjoyed 
by all. 

A panel discussion on the audi- 
ting of Accounts Receivable and 
Physical Inventories took place at 
the October meeting. 


Ten of our members attended 
the Annual Conference. 


CHICAGO CHAPTER 


By Watrer T. Horstrerrer, 
Secretary 


The first meeting of the Chicago 
Chapter for the 1946-1947 sea- 
son was held September 17th at 
the Bismarck Hotel. Mr. K. R. 
Schroeder, Special Agent, Depart- 
ment of Justice, delivered a talk on 
the duties of an F. B. I. Auditor 
in relation to the Renegotiation 
Act, the National Bankruptcy 
Act, the Federal Reserve Act and 


fraud against the Government. 
The subject proved very interest- 
ing and, auditorially speaking, dis- 
pelled some of the mystery norm- 
ally associated with the activities 


of the F. B. I. 


Mr. T. J. Brown, Common- 
wealth Edison Co., and Quentin 
K. Ford, A. B. Dick Company, 
spoke at the meeting October 15th, 
their subject being “Organization 
and Operations of an Auditing 
Department” based upon the de- 
partments as they exist in the 
companies with which they are 
affiliated. The wide variances in 
the organizational structures and 
operations of the departments as 
between the two companies pre- 
sented considerable material for 
comparative analysis. It is not 
improbable that some of the mem- 
bers found the solution to certain 
of their immediate problems in 
the addresses while others found 
reasons to question phases of their 
own structures and operations. A 
general report was made cover- 
ing the high-lights of the sessions 
at the Annual Conference held in 
New York. It is apparent from 
the descriptions given, that the 
various INsTITUTE committees did 
the usual outstanding job which 
visiting members have come to 
expect. Chicago Chapter is par- 
ticularly proud that seventeen of 
its members were able to be in 
attendance at- the Conference. 
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MONTREAL CHAPTER 


By Recrnatp Upen, President 


Our opening meeting held Sep- 
tember 18th was in the nature of 
a ‘Get Together’ in which we out- 
lined plans and discussed the pro- 
gramme for the current season. 
Ray Taylor, our Vice-President, 
gave a talk for the benefit of new 
members on the ‘History, Progress 
and Objects of Tue INstiTuTE oF 
INTERNAL AUDITORS.’ 

Fred Cooper, our Past-Presi- 
dent, repeated the paper which he 
gave at the Conference on ‘Reports 

Form, Distribution and Follow- 
Up.’ This was followed by some 
lively discussion. Ken Atkinson. 
our Programme Chairman, also 
gave a very interesting report on 
the ‘Highlights and Proceedings 
of the Fifth Annual Conference’. 

Our congratulations go to Mr. 
Fred A. Rutherford, formerly 
Supervisor of Training of the 
Canadian Pacific Railway, who 
has been appointed General Tax 
Accountant. 

Mr. J. W. Herbert Maxwell of 
the Canadian Industrial Alcohol 
Co. Ltd. becomes Secretary of the 
Chapter in place of Mr. T. L. 
Redfern, who unfortunately is 
unable to carry on. 


CLEVELAND CHAPTER 


By Water M. Nock, Chairman 
Editorial Committee 


The first fall meeting of the 


The Internal Auditor 





1946-47 season was held Septem- 
ber 23, 1946. Mr. Arthur J. E. 
Child, Canada Packers Ltd., a 
member of the Toronto Chapter, 
addressed the meeting on the sub- 
ject “Introduction of Internal 
Auditing in Schools.” While the 
substance of the talk was similar 
to the article by Mr. Childs which 
appeared in the September, 1946 
issue of the Internal Auditor, he 
followed his talk with a most gen- 
erous and enlightening question 
period. 

Those present at the October 
meeting enjoyed a review of notes 
taken by delegates to the Annual 
Conference in October, 1946. Al- 
so, Mr. E. J. Krause, National 
City Bank, gave a very informa- 
tive talk on “Bank Audits and In- 
spections.” Mr. Krause is a Past 
President of The National Asso- 
ciation of Bank Auditors and 
Comptrollers, Cleveland Confer- 
ence, and is now a national Vice 
President of that society. 


The subject chosen for the 
November meeting is “Co-opera- 
tion by the Public Accountants 
and Internal Auditors” as it per- 
tains to report writing. The 
December meeting will be a 
“Round Table Discussion” of In- 
ternal Auditing, which has been 
tried and proven by other Chap- 
ters to be very helpful. 
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NEW YORK CHAPTER 


By J. Exnest Laurie, Chairman 
Editorial Committee 


The first meeting for the fiscal 
year 1946-1947 took place on 
September 19th at the Sheraton 
Hotel in the Skyline Room. This 
meeting was high-lighted by an 
address given by Mr. John Mantle 
Clapp, of the Ronald Press, en- 
titled, “Selling the Internal Aud- 
iting Job Through More Effective 
Writing and Speaking.” The 
address met with an enthusiastic 
response from the largest attend- 
ance of members and visitors that 
the Chapter has even had, and we 
hope to be able to publish the 
address in the next edition of The 
Internal Auditor. 


Congratulations are in order to 
Art Hald and Charlie Nye on 
their recent promotions at Con- 
solidated Edison. Our congratu- 
lations, mingled with regrets at 
losing him from our Board of Gov- 
ernors, go to Jack Laurentz on his 
recent appointment to the Secre- 
taryship of Tue INnstiTuTe. 


DETROIT CHAPTER 


By James Aexis, Chairman, 
Publicity Committee 


The regular monthly meetings 
of the Chapter were begun Sep- 
tember 24, 1946 at the Wardell- 
Sheraton Hotel. Mr. Elliott Tay- 
lor, Assistant General Sales Man- 
ager of the Packard Motor Car 


Company, was the speaker. His 
subject, “The Sales Department 
and the Internal Auditor,” 
extremely enlightening, and a 
very interesting and lively dis- 
cussion followed his talk. 


was 


The meeting of October 22, 
1946 was addressed by Mr. Don- 
ald J. Bevis, of Ernst and Ernst, 


who spoke on the subject of 
“Auditing and Accounting for 
Conditional Sales Contracts.” 


The usual discussion period fol- 
lowing the talk was prolonged and 
interesting. 

Our congratulations to Eugene 
Throop, who was recently elected 
Secretary-Treasurer of Engineer 
ing Service of Detroit, Michigan. 


ST. LOUIS CHAPTER 
By Joseru G. Louts, President 


At the October meeting a pro- 
gram of lectures to be conducted 
during the season was adopted, 
and the discussion leader for each 
session was decided upon. 

We are of the opinion that 
setting up our program at the be- 
ginning of the season is the con- 
structive approach to the matter; 
and certainly we believe it tends 
to prevent confusion which might 
otherwise occur. We shall report 
the results of this arrangement as 
the year progresses. 

We are also reorganizing our 
Committees in the interest of ob- 
taining the greatest maximum of 
effort from our available talent. 











JOHN S. COLEMAN 


NEW PRESIDENT 
OF BURROUGHS ADDING MACHINE COMPANY 


—_ 


7 S. CoLeman has been 
named president of the Bur- 
roughs Adding Machine Com- 
pany, Detroit, succeeding Alfred 
J. Doughty who resigned as 
president and a director on the 
advice of his physician. The 
change was effective October 15. 

Mr. Coleman, a_ graduate 
lawyer, had been a vice-presi- 
dent and director of Burroughs 
since May, 1944. Although only 
49 years old, he brings to his 
new assignment more than 26 
years’ experience in Burroughs 
marketing and manufacturing. 

Alfred J. Doughty had been 
closely connected with Bur- 
roughs machines over a period extending back to 1884 when, as a boy, 
he became associated with William Seward Burroughs in the invention 
and assembly of the world’s first practical adding machine. He was 
vice-president and a director from 1923 to 1943 and president from 
1943 until his resignation. 





Mr. Coleman, the youthful new president, interrupted his law 
studies to enter the army in the First World War. He completed his 
pre-legal training following his discharge, then joined with the Wash- 
ington, D. C., branch of the Guaranty Trust Company. Later, he 
served with the Federal Board of Vocational Guidance before being 
graduated in law and admitted to the bar. 


He began his Burroughs career in March, 1920, as a junior sales- 
man at the Company’s Washington branch. His outstanding selling 
record and talent for leadership eventually led him to the assistant 
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John 8. Coleman 3, 


managership of the Washington branch and, in 1937, to the post of 
division manager. 


With the outbreak of World War II, Mr. Coleman assumed the 
critical responsibilities of liaison man between Burroughs and the 
Government in the negotiation for, and successful completion of, war 
contracts with the army and the navy for Norden bombsights. While 
in that capacity, he became assistant to the vice-president. 


In March, 1943, he moved to Detroit as executive assistant and 
became a vice-president and director the following year. He continued 
all during this time his important war contract duties and, in fact, 
broadened his responsibilities to also include coordination and adjust 
ment of Burroughs production facilities to meet the changing war-time 
picture. This was no small task, since those facilities were being asked 
to produce large quantities of both bombsights and accounting and 
figuring machinery. 





CHANGES OF ADDRESS 


Institute Members 


The Secretary’s office reports that there is a consider- 
able amount of returned mail for the reason that members 
have failed to advise that office currently of changes in 
address. 


All members are, therefore, urged to advise the Secre- 
tary’s office promptly of any changes of address in order 
that all mail will properly reach them. 







































CHAPTER MEETING DATES AND PLACES 


HE following list of meeting dates and places has been compiled 
for the benefit of itinerant members of Tue INst1TUTE. 


Chapter Meeting Date Meeting Place 
CHIcAGo Third Tuesday Bismarck Hotel 
CLEVELAND Fourth Wednesday Hollenden Hotel 


(Nov. and Dec. will be on Third Wednesday) 
DayTon Fourth Monday To be announced 


DETROIT Fourth Tuesday Wardell-Sheraton Hotel 
(December will be on Third Tuesday) 








Los ANGELES Second Tuesday Los Angeles Athletic Club 

Mram!1 Second Tuesday Urmey Hotel 

MontTREAL Third Wednesday Windsor Hotel 

New Enctanp-_ Third Tuesday Hotel Vendome 

New York January 14th 
February 25th Hotel Sheraton 

PHILADELPHIA =—- Second Monday Engineers Club 

PirTsBURGH Second Friday Fort Pitt Hotel 

SacInAw VALLEY Third Tuesday To be announced 

San Francisco Second Wednesday Alexander Hamilton Hotel 

Str. Louts Second Thursday To be announced | 


Toronto Last Friday Royal York Hotel 
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PUBLISHER'S NOTE 


Type forms from which the Internal Auditor is 
printed are held for thirty days. Authors of articles 
may order reprints in pamphlet form at nominal 


cost. 
Brock 
Conn. 


May we suggest that inquiries be addressed to 


and Wallston, 39 Atlantic St., 


Stamford, 
































ARTICLES OF INTEREST 


TO INTERNAL AUDITORS 


WILLIAM V. CARVER, Chairman of “Digest of Other Publications 
Committee” directs attention to the following articles of interest: 


Subject: The Place of the Bank Auditor or Comptroller in His Bank. 
By: Frank L. King, President, California Bank, Los Angeles. 
Published in National Auditgram, August, 1946. 


Mr. King. in his address at the Mid-Continental Regional Confer 
ence at Milwaukee, Wisconsin, outlines the functions of bank audi 
tors and their relationship to management. He stresses the im 
portant features of auditors’ duties. and charts in interesting detail 
the variations which were found in a review of these functions 
in banks in different sections of the country 


Subject: A Review of Internal Auditing. 
By: Earle H. Cunningham. 
Published in The Controller, September, 1946. 


Mr. Cunningham presented his paper before the Midwestern Con 
ference of Comptrollers in Detroit. The subject of auditing in all 
its phases is outlined in the paper. Mr. Cunningham stresses the 
need for establishing internal auditing departments or functions 
differentiating between the various types of audits, and outlines 
the most advantageous methods of reporting the results of the 
audits so that management is currently informed and may give 


consideration to recommendations of the auditor. He also dis 
cusses problems of staff training required to obtain the results de 
sired. 


The sections of this address. covering staff qualifications and or 
ganization, are especially recommended for study by all members 
of Tue InstiruTe 


Subject: Examination of Working Cash Funds. 
By: E. W. Carr. 
Published in the Journal of Accountancy, August, 1946. 


The working funds or petty cash funds which are in universal 
use are discussed by Mr. Carr. who outlines methods for verifica 
tion of these funds. The various methods of protection by means 
of internal controls are stated. and the common methods of pilfer 
ing from these funds, as a result of lack of these controls, are given 











THE RESEARCH PROGRAM 


of 
THE INSTITUTE OF INTERNAL AUDITORS 


A PRELIMINARY REPORT BY THE RESEARCH COMMITTEE 


INTRODUCTORY 


ROM the very beginning of Tue INstirutTe or INTERNAL AUDITORS 

in the Fall of 1941 a major objective has been to search out and 
interpret the real meaning of Internal Auditing. This broad objective 
includes (1) the study of what internal auditors have done in the past 
in their various company situations, (2) what they are doing in the 
present to more effectively deal with current problems, and (3) what 
internal auditors are planning to do in the future in the way of their 
recognition and treatment of the various matters with which they deal. 
The broad objective calls also for an appraisal of what internal auditors 
are doing as a basis for directing the development of internal auditing 
practices and policies in such a way as the leaders in the profession 
believe to be consistent with the professional responsibilities and 
potentialities of this new type of management technique. These are 
important goals of Tue Instirute, and rightly so, because the success 
of any profession will always be measured in the world of affairs by 
the worth of its contribution to the long run welfare of the business 
economy. The worth of that contribution will, as we all know, depend 
upon the energy and wisdom with which the members of the profession 
analyze their practices and policies and strive to perfect them. 


It is immediately clear that the research program of Tue Inst1- 
TUTE OF INTERNAL AvupiTorRs is an integral part of the over-all plan 
to further the basic objectives of Tue InstrruTe and to assist generally 
in developing the stature of the Internal Auditing profession. Cer- 
tainly, over and beyond the many pleasant and constructive social re- 
lationships which are a part of our organization, the effectiveness of 
the research program will have an important bearing on the real de- 
velopment of Tue Institute. It is because of this important relation- 
ship that the research program should be an activity regarding which 
all of the members should be informed, and that all should consider 
carefully the formulation of that program as a basis for making the 
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greatest possible contribution to its success. The development of such 
a program would normally have come shortly after the formation of 
Tue Institute but the impact of the war unavoidably required de- 
ferment of any serious effort to deal with the problem. Fortunately 
the war is now behind us and with the management needs that now 
exist in the post war era the time is most opportune to carry on with 
the original objective. The purpose of this preliminary report is to 
describe the program as it has thus far evolved. 


ORGANIZATION FOR RESEARCH 


Considerable thought has been given by the officers and directors 
of Tue InstiruTe, as to the best way of developing and administering 
the research program. In this connection the Chapter Presidents were 
also consulted and they too gave very valuable assistance. The first 
phase of the objective was to inaugurate a plan of action which would 
fix responsibility in such a manner as to make it possible to move ahead 
steadily and efficiently on the various research projects, as well as to 
enlist the aid of the membership. To accomplish this it was decided to 
appoint a National Research Committee. 


It seemed desirable that the Director of Research should head this 
Research Committee. It was then decided that five other members 
should be appointed and, after proper consideration, invitations were 
extended and accepted by the present members of the Committee. It 
also seemed to be highly desirable that the Chairman of the Industries 
Committee should always be an ex-officio member of the Committee. 
We have all come to recognize the fact that the Industries Committee 
is engaged with one of the most important educational and research 
activities in Tue Instrrute and its work, while of a special nature, 
is closely related to the over-all long-term research program. 


The manner in which the Committee should operate involved 
many difficult questions. After careful discussion, however, the plan 
adopted was believed to promise the best results. This plan was that 
as individual projects are approved by the Committee, the primary re- 
sponsibility for the administration of that project will be assigned to 
one member of the Committee. This member with the assistance of 
the Committee, will then form a subcommittee from the membership 
of Tue Institute of whatever size seems necessary to handle approp- 
riately the project. In seeking out the subcommittee members, con- 
tact will first be made with individual Chapter Presidents and each 
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President contacted will be asked for his recommendation for a sub- 
committee member. There will never be more than one member from 
any one Chapter selected for a particular subcommittee although, the 
member involved can, if he chooses, or if the Chapter itself wishes it, 
utilize additional assistance within the Chapter. It was felt, however, 
that it would be best if the Chairman of the subcommittee dealt with 
only one man in a particular Chapter group. It is expected that other 
subcommittee members will also be drawn from the ranks of the non- 
chapter members. The subcommittee members thus selected will deal 
directly with the assigned National Committee member as to the par- 
ticular project involved. 


The Committee wishes to make it clear that the proposed research 
program in no way restricts the individual Chapters in pursuing other 
research projects independently in which they have a special interest. 
It is hoped, however, that the major effort will be directed to the nation- 
al program. It is hoped also that the work of the individual Chapter 
subcommittee member will be utilized by the Chapter in its own 
Chapter meetings and discussions. It is also important to point out 
that for a long time the national program cannot deal with all of the 
important problems. . Therefore the continued preparation of papers 
for Chapter meetings and discussions will necessarily provide the means 
for a kind of continuous consideration of the many problems of internal 
auditing with which the Research Committee is not yet in a position 
to deal. 


UTILIZATION OF RESEARCH 


Before considering the research program itself from a_ technical 
standpoint the Committee believes it would be desirable to consider 
briefly (a) the specific ways in which the results of the research work 
can and should be utilized and (b) the form in which the results can 
be made available to both the membership and all other interested 
parties. 

With respect to the first question it would appear that the re- 
search program can be utilized in the following ways: 

(1) It should be a means of informing all internal auditors that 
findings made and conclusions reached can be utilized by each internal 
auditor in the solution of related problems in his own field of activity. 


(2) It should be a means of informing others outside the pro- 
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fession—especially management—as to what internal auditors are do- 
ing and what they are planning, and what contributions they are mak- 
ing. 

(3) It should be a means of building prestige for Tue InstrruTe 
so that Tue INstrrure can speak with greater authority and thus more 
effectively attain its stated objectives. 


With respect to the second question—the manner in which the re- 
sults can best be made available—there appear to be various possibili- 
ties, the choice in a particular case depending on the nature of the 
research topic. These would include: 


1) Reports of the Committee which could be distributed to 
members or published in The Internal Auditor. 


(2) Bulletins or statements which after appropriate review and 
concurrence by the directors of Tue InstrruTe could be released as 
authoritative statements of Tue Instirute. In this connection ex- 
amples exist in the statement of the Controllers Institute as to the 
functions and responsibilities of the Controller, and in the bulletins 
issued by the Research Department of the American Institute of Ac- 
countants. 


(3) Books which could be published and sold as a contribution 
to the literature of internal auditing and the management problems re- 
lated thereto. 


THE COMPLETE RESEARCH PROGRAM 


The Committee believes that the first step in its work should be to 
lay out on a tentative basis and in somewhat outline form what it con- 
siders to be the groundwork of a fairly complete research program of 
Tue Institute. There is, of course, no finality as to such an outline, 
and modifications will be made from time to time. Nevertheless a 
target of some kind must be established so that the various projects 
which are undertaken over the immediate years will be in keeping 
with a logical pattern. The presentation of such a tentative plan also 
gives the entire membership an opportunity to know the thinking of the 
Committee and to offer comment and criticism. 


Over-ALL OpsectTives oF INTERNAL AUDITING 


A comprehensive research program must have as its setting a 
concept of the over-all objectives of internal auditing. This setting 
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is necessary if real meaning is to be given to the study of the more 
specific internal auditing activities and practices. At the same time 
the study of internal auditing activities and practices involves indirectly 
research as to the objectives themselves. Thus, objectives provide the 
basic foundation for developing a research program but they are at the 
same time matters which will be substantially influenced by the re- 
search itself. 


Internal auditing has been characterized in one of Tue Iwnstr- 
TUTE’s volumes as a new management technique. In this same vein 
it can probably be said that the central purpose or objective of internal 
auditing is to perfect this new management technique in the manner 
which will provide the greatest usefulness to management. In a total 
sense then the research program is dedicated to a study of how internal 
auditing can more effectively serve management. This includes both 
study as to what the uses can be and study of how internal auditors can 
in practice achieve the stated objectives. 


The over-all objectives can next be broken down into major com- 
ponents or broad functions of internal auditing. These broad functions 
have been set down in various ways but the following classification 
appears substantially to cover the problem: 


CoMPLIANCE— 


(a 
There is the function which has to do with ascertaining the 
extent to which there is compliance with established company 
rules, procedures and policies. 

(b) VertricaTion— 

This second function emphasizes the objective of establishing 
the reliability of accounting and statistical data which are 
developed and reflected directly or indirectly in the com- 
pany’s financial statements. 

(c) ANALYSIS— 

This third function relates to the analytical activities which 
are carried on in connection with, or supplementary to, the 
verification activities. 

(d) Prorective— 

This function emphasizes the objective of ascertaining wheth- 
er company assets are protected in both a physical and fin- 
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ancial sense, including the prevention of fraud and error and 
maintenance of normal efficiency. 


(e) APPRAISAL— 

This is the function which more than any other emphasizes 
the constructive side of internal auditing and which distin- 
guishes modern internal auditing from the older and more 
narrow concepts. It deals with methods, procedures, people 
and policies. Its keynote is constructive criticism—a survey 
of existing procedures and operations with identification of 
actual or potential defects, if any, and recommendations as to 
improvement. This appraisal function relates most directly 
to accounting matters where the training of the internal audi- 
tor involves a greater range of knowledge and responsibility. 
It relates also, however, to non-accounting matters which 
come to the attention of the internal auditor in the course of 
his examinations, although here, of course, there is a lesser 
range of knowledge and responsibility. 


It is important to observe that Tue Instirure is interested both 
in what we—internal auditors —think about these broad functions, 
but also as to what others think of them. In some respects internal 
auditors may have individual notions as to their functions which others 
will not accept. Management, too, may have different views as to 
what the role and responsibilities of the internal auditor should be. 
These differences of opinion are to be expected. The range of dif- 
ferences, however, should become less marked over the years as intern- 
al auditors demonstrate their abilities and as research further clarifies 
the issues. 


Tue Srupy or INTERNAL AuDITING PRACTICE 

Objectives as such, important as they may be in giving substance 
and direction to the research program, are not enough. There must 
be research projects which deal with more definite phases of the work 
of the internal auditor. More concrete results can thus be obtained 
and the evolution of objectives will then come along as a major by- 
product. It will be convenient to divide the practice aspects into three 
major groups, (a) the basic internal auditing program, (b) the prob- 
lems of organization and operation and, (c) the relationships of the 
internal auditor with other important groups, both within and without 
the company. Practice will therefore be discussed briefly under these 











%4 The Internal Auditor 


three headings as being an outline of specific research projects which 
should be eventually undertaken. 


Tue Basic INTERNAL AupITING PRroGRAM 

There is no completely satisfactory way of identifying the indi- 
vidual segments of the basic internal auditing program. One approach 
is to use the items on the financial statements as the basic pattern. A 
second approach is directly to give attention to important groups of pro- 
cedures such as those involving cash receipts, cash disbursements, sales, 
purchases, payrolls, and the like. A third approach is to follow the 
pattern of the organization chart and to build the internal auditing 
program around the individual sections, departments, locations or other 
operating units. All of these approaches have merit and can be em 
ployed advantageously in a research program as well as in the actual 
operations of an internal auditing department. However, the finan- 
cial statement approach probably lends itself best to systematic classi- 
fication and completeness of coverage and it will, therefore, be used for 
the immediate purposes of this preliminary plan. 


Under the financial statement approach each important Balance 
Sheet account, such as Cash, Accounts Receivable, Inventories, and the 
like, can then be taken and attention first directed to the verification 
and analysis of the dollar amount which is to be included in the com- 
pany’s statement. Attention then can be directed to all of the pro- 





cedures which relate to the accumulation, handling, and disposition of | 
the asset or liability involved. Thus the examination of cash leads to 
a consideration of cash receipts and cash disbursements; the examina- | 


tion of inventories leads to a consideration of purchases and sales. 
There is, of course, some overlapping, which must be controlled but 
there is at the same time real assurance that no part of the company’s 
procedures will be overlooked. 


To a considerable extent the Balance Sheet approach subjects to 
attention all of the important expense and income aspects of the com- 
pany’s operations. Nevertheless it is believed also that the items on the 
Profit and Loss statement (including any major items on supporting 
schedules) provide another important pattern for the internal auditor’s 
work. Here too there is the initial question of verification and analysis 
to establish the reliability and accuracy of the dollar amount included 
in the statement. Beyond that the problem is somewhat different— 
assuming that the basic procedure groups have already been covered. 
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The special problems here are, (1) a consideration of the procedures 
by which the expense or income item is first recognized from an ac 
counting standpoint, (2) how it is controlled, and (3) what is being 
or can be done in the way of reducing expense or increasing income 
for the company. 


In considering any one of these segments of the internal auditing 
program as outlined above, or with respect to any segments under the 
procedures or organization chart approach, it would appear that we 
have the following interests: 


1) What are good internal procedures, as a part of a good sys 
tem of internal control. This includes a knowledge of bad internal 
procedures and how defects can be corrected. It includes the develop 
ment of new and better internal procedures as judged by the possibili 
ties of fraud and error and by the probabilities of increased efficiency. 


2) What are the best internal auditing procedures used in con 


nection with the accomplishment of the broad functions of compliance, 
verification, analysis, protection, and appraisal. 


3) What has been accomplished by internal auditors in the way 
of serving management as demonstrated by results obtained——especially 
as evidenced by the expressions of management executives themselves 


Tue SpeciaL INpustries PropLem 

The various aspects of the basic internal auditing program will 
normally be considered in a sufficiently general manner as to be ap 
plicable in part to all industries. There is in addition, however, a 
phase of the program which involves the special problems or features 
which are peculiar to particular industries—as for example, banking, 
insurance, petroleum, steel, milling, and the like. Up to a certain 
point all of us can learn from the experience and practice in a type of 
industry which in many respects may be quite different from our own. 
Beyond that point, however, the information becomes of interest pri 
marily to those persons in the particular industry involved or to those 
individuals having their initial contact with that industry. There is 
also an important use for such materials in the educational field. It is 
clear therefore that the study of special industry problems will always 
be closely related to the complete research program. 


PROBLEMS OF ORGANIZATION AND OPERATION 


The second group of research projects relating to internal auditing 
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practice deal with the organization and operational aspects of that prac- 
tice. These aspects may be classified as follows: 


(1) The place of the internal auditor in the organization struc- 
ture. 


We are here concerned with the kind of company organizational 
setup which will provide the internal auditor with the necessary free- 
dom of action to do his work effectively. It involves the extent of in- 
dependence from the operations being reviewed and the authority of 
the person to whom the internal auditor reports. It involves questions 
long discussed by Tue Institute and by others but for which no com- 
pletely satisfactory answer has yet been found. 


(2) The organization of the internal auditing department. 


This involves the internal organization of the internal auditing 
department. It includes also the extent to which staff members should 
be based at different geographical points or attached to operating de- 
partments, divisions, and subsidiary companies. 


(3) The administration of staff. 
We have here many important problems which include: 


(a) The manner in which the staff members should be selected 
and the kind of personal or experience qualifications which 
should be required. 


(b) The methods of staff training. 


(c) Development of staff instructions in the form of programs 
or manuals. 


(d) The types of current control, including progress reports, 
conferences, etc. 


(e) Report writing and review procedures. 

(f) Projected plans and budgets—the company’s internal audit- 
ing program in a broad sense as planned in advance for a 
given period such as a year. 

(4) The development of basic papers. 


This group includes: 


(a) The study of the form and content of working papers, in- 
cluding the extent to which standard working papers can 
be used. 
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(b) The form and content of reports. This involves the study 
of physical setup, arrangement, extent of detail, use of ex- 
hibits, and selection of topics for inclusion in reports. 


RELATIONSHIPS OF THE INTERNAL AUDITOR 

The relationships of the internal auditor with others is a field for 
research which will continue to increase in importance. Technical 
proficiency is not enough. To function effectively the internal auditor 
must generate a good working relationship with the various groups to 
which his work relates. 


There is first of all the problems of relationships within the com- 
pany itself which arise in connection with the carrying out of the in- 
ternal auditing program and the follow-up of reports and recommenda- 
tions. The company group includes such persons as the following: 

(a) Line clerical personnel. 

(b) Departmental heads whose operations are being reviewed. 

(c) Non-accounting personnel—as, for example, factory produc 

tion men, sales staffs, ‘etc. 

(d) Other staff agencies within the organization. 


(e) The top executive group. 


The internal auditor also has important relationships with groups 
outside the company. One of the most important of these groups is 
that of the independent public accountant and his staff. The wide 
area of common objectives coupled with a common technical back- 
ground establish conclusively the desirability of effective coordination 
between the work of these two auditing groups. Research is needed, 
however, as to just how far this coordination can go and how it can be 
achieved. Other important relationships outside the company include 
governmental bodies—especially the Securities and Exchange Commis- 
sion—stockholders and the public in general, and each of these relation 
ships require more extended study. 


EARLY PLANS AS TO RESEARCH 


The long run importance of the research program makes it imper- 
ative in the opinion of the Committee that Tue InstrruTe move for- 
ward on the program in a careful and considered manner. It is first of 
all important that what-is done be done well and in a manner that will 
enhance the standing and prestige of Tue Institute. Secondly, con 
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sideration must be given to which projects represent more immediate 
needs. In line with that reasoning the committee proposes to begin 
with several high priority projects and concentrate its efforts on making 
them successful. 


The actual choice of these projects is not completely settled. 
Moreover, the choice of projects and the attention directed to a par- 
ticular project will depend on changing conditions and the judgment 
of the Committee. At this time, however, the Committee has in mind 
the following projects as deserving of first attention: 


1) A statement as to the functions and responsibilities of the 
internal auditor. 


The Committee feels that probably its most important undertaking 
at this time should be to provide the basis for a statement of the func- 
tions and responsibilities of the internal auditor. The formulation of 
of a statement of this type is particularly important because it affects 
a number of other research projects and other important activities of 
Tue Instirute. Such a statement would, of course, be released as a 
pronouncement of THe Institute itself and it would, therefore, be 
the final responsibility of the Board of Directors. However, the Com 
mittee believes that it should undertake the study and research to lay 
out in tentative form such a statement as might be finally released by 
Tue InstiruTe, and it plans to direct its first efforts to this end. 


2) The development of standards of good internal control. 


The review of internal control procedures is a basic part of the 
internal auditor’s work. The Committee, therefore, feels that Tu 
INstiTUTE should point the way in putting into usable form the stand- 
ards by which internal auditors, the independent public accountants, 
and all other interested parties could measure and appraise the ade 
quacy of the internal procedures in a particular situation. It is believed 
that the development of a bulletin or report on this subject would be 
an important contribution. 


3) The development of a volume dealing with the special prob 
lems of the major industries as they bear on internal auditing prac 
tice. 


This is a project which would appear to fill a most important need 
in the accounting and auditing literature. Eaoh chapter of the volume 
would cover. the special operations characteristic of a particular in 
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dustry but would emphasize the adaptation of internal auditing meth 
ods and procedures to cope with those special problems. It is a pro 
ject which would lend itself well to a delegation of effort in that rep 
resentatives of the selected industries could work fairly independently 
on their particular chapters. The Industries Committee would, of 
course, play an active role in the execution of this project 


+) A volume of case studies dealing with coordination of in 
ternal auditors with the outside independent public accountants. As 


has previously been stated, this is a field in which research is very 
much needed It is a field also in which internal auditors have a 
special responsibility to help point the way. On this project the Associ 
ate Members of Tue Instirutre who are public accountants would be 
working partners, both because of the importance of their technical 
contribution and because also of the desirability that any conclusions 
reached, have the support of both Tue Instirutre or INnrerNat Aunt 
rors and the American Institute of Accountants. Some work on this 
project has previously been done by a special INstrruTe committee 
and this material could. of course. be utilized. The Research Com 
mittee feels that this project is one which unavoidably is of a long-term 
nature, but that because of its importance some continuous attention 
should be given to the problem 


) A volume of case studies dealing with defalcations 


The preparation of a volume of case studies of defalcations has 
been under consideration for some time. Some members have opposed 
it on various grounds but the majority appear to feel that it has real 
merit. The strongest argument for it. however, is that internal audi 
tors have a special responsibility for the production of good systems of 
internal control and that. therefore. they should lead the way in dealing 
with the exposure of defective procedures and other factors which make 
defalcations possible. This project is now set up under a special Com 
mittee of Tue Institute. It is, however, a project which is basically 
research and it is expected that the Research Committee will assist in 
the carrying out of whatever program may be finally devised 


CONCLUSION 


In conclusion the Committee wishes to state that it is aware of its 
special responsibility for the development of a sound and constructive 


research program and for keeping the membership informed at all 
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times. This preliminary report is the first step in its plan to report 
periodically to the membership of its plans and progress. The Com- 
mittee also wishes to reemphasize its conviction that the research pro- 
gram is a most fundamental and vital phase of the the work of Tur 
INsTITUTE and as such deserves the serious thought and cooperative 
effort of every member of Tue Institute. It seeks and will welcome 
the critical comment of the membership as to the validity of its plans 
and the practicability of its program. In the last analysis the success 
of the research program, like the success of Tue Instrrure itself, will 
be what the members make it. 


Respectfully submitted, 


Vicror Z. Brink. Chairman 
Artuur J. E. Cuitp 

EarLeE H. CUNNINGHAM 
Hersert G. KimBaryi 

ALAN LAUCKNER 

,0BERT B. MILNE 

Cuaries J. Hix, ex-officio 


FACTS 


“When you have the facts you have the answer.” 
There is no greater error than starting with this assumption. 
When you have the facts, you have only the ingredients of the 


answer. 


You must first be sure you have the essential facts. Next you 
must learn why the facts are what they are. Next what they mean. 
Finally what needs to be done about them. 


Facts are but the skeleton of the body of Truth. Lacking the flesh 
of reason to give them life, they are only dry bones. 


R. O. E. in Printers’ Ink 
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INTERNAL CONTROL AND 
INTERNAL AUDITING: 


AS THE CERTIFIED PUBLIC ACCOUNTANT VIEWS IT 
By MAURICE E. PELOUBET 
and 
FROM THE STANDPOINT OF THE COMPANY 
By VICTOR Z. BRINK 


two papers were presented at the March, 1946 meeting of the New 


York 


City Control of the Controllers Institute. and are reprinted here through the cour- 
tesy of THE CONTROLLER, in the May issue of which both papers were pub 


lished. 
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PART ONE 
AS THE CERTIFIED PUBLIC ACCOUNTANT VIEWS IT 
By MAURICE E. PELOUBET 


Fe grewsine there is not much new to say about the relation of 
internal check and control and internal auditing to the independ- 
ent audit carried out by certified public accountants, there is always 
some value in reviewing what has been attempted. What has been 
agreed to is much more readily and easily stated than what is actually 
understood and followed out. Everyone in any way connected with 
accounting for and the audit of corporations will agree to certain broad 
propositions: that internal control and check should be adequate, that 
the internal audit should be sufficient, and that the independent audit 
should be a final check and review of these procedures. We have pro 
gressed to this extent. 


Practically no one seriously questions the desirability of arranging 
and organizing the clerical and accounting work of a corporation in 
such a way as to make it self-checking and self-controlling without at 
the same time requiring duplication of work. No one denies the value 
and usefulness of an internal audit staff in a corporation where the 
volume of work makes it possible to employ full-time internal auditors. 
It is equally well understood by the government agencies concerned, 
such as the Securities and Exchange Commission; by private agencies 
such as the Stock Exchange and financial reporting agencies; and by the 
accounting profession, that full weight may be given in an independent 
audit by the certified public accountant to the system of internal check 
and control and to the work of the internal audit staff. 


To some of the younger members of this audience, these state- 
ments will sound like truisms. Hardly anyone whose business experi- 
ence began after the First World War will be able to recollect hearing 
any serious objections to them. However, although isolated examples 
have been in existence for many years, the organization and develop- 
ment of modern internal auditing staffs has really been a matter of the 
last twenty years or so. Of course, certain types of internal audit work 
had been carried out for many years, but they were comparatively 
limited both in the scope of the work and the corporations to which 
they applied. 
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Railroads and other transportation companies had developed high- 
ly efficient staffs with definitely limited work. These auditors were in 
most instances highly skilled, for instance, in making checks of ticket 
offices. This may sound like the merest routine, but a satisfactory 
and reliable check of a consolidated ticket office in a large city calls for 
great auditing skill. The possibilities of manipulations of funds belong- 
ing to different railroads, and the substitution of used or obsolete tickets 
are only two of the possibilities for fraud which exist in such an office. 
The virtual breakdown during the war of adequate internal check in 
the dining car service on railroads only serves to show how well and 
carefully this work must have been done under normal conditions. A 
few of the large industrial corporations had internal auditors who con- 
fined themselves principally to the audit of cash and payroll and who 
would have been surprised and disconcerted if they had been told that 
they had any responsibility for checking expense allocations or capital 
charges. It would have seemed strange to them if they were held re- 
sponsible for the physical check of inventories or if they had been in- 
structed to make confirmation of receivables by correspondence with 
the debtors. 


One of the first industries which developed the field of internal 
auditing was the chain store. While the work of the internal auditors 
was highly standardized in this industry, it did go beyond the old-style 
internal audit of cash, payrolls, and vouchers. Inventories were sub- 
jected to careful spot checks. All this work was of value in carrying 
out the independent audit. The extent to which it could be relied on 
was subject to some differences of opinion. Before the last world war, 
it was beginning to be increasingly evident that anything approaching 
a detail check of a large corporation by the independent auditor was 
getting more and more nearly impossible. The huge accounting or- 
ganizations which would have been required for this work would have 
been intolerably unwieldy and expensive. It also appeared that an ad- 
equate audit where the independent auditor relied entirely on his own 
tests and checks would be impossibly voluminous and expensive. At 
the same time, with the growth of corporation both in size and com- 
plexity, progressive management realized that something in the nature 
of a continuous and comprehensive internal audit was necessary. The 
scope of the work of the internal auditors gradually increased until in 
many of the larger corporations the internal audit department either 
produced or checked summarized statements for management, properly 
supported, which covered the entire operations of the enterprise. In 
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some cases, the internal auditors were responsible only for the accuracy 
of the statements, in others, they were responsible for uniformity of 
procedure under uniform conditions. In some cases they were en- 
couraged to report on accounting and administrative personnel. 


Even before the change in auditing standards brought about by 
the McKesson and Robbins case, internal auditors were occasionally 
made use of for the verification of physical inventories and in some 
cases for confirmation of accounts receivable. In this development 
period, there was little uniformity either in the practice of internal 
auditing or in the definition of the internal auditor’s position and 
duties. Fortunately, this condition is being remedied by a careful 
and continuing study of the position, classifications, and duties of in- 
ternal auditors by Tue InstirutTe or INTERNAL Avuprrors which was 
founded in 1941. In some ways it is difficult not to praise the work of 
this group too highly. Few accounting officials will agree with every 
statement made by Tue InstiruTeE and no one, least of all Tue Instrt- 
TUTE itself, would say that it had arrived at final conclusions. Their 
work, however, in examining and classifying the duties of internal 
auditors and clarifying the internal auditors’ position has been invalu- 
able both to corporation executives and to the accounting profession. 


SEC VIEWPOINT 


The attitude of the public accountant toward the work of the in- 
ternal auditor is, it goes without saying, one of the heartiest and most 
complete cooperation. In fact, it may be said that cooperating fully 
with the internal audit staff is one of the principal functions of the in- 
dependent auditor at the present time. This is fully recognized by the 
Securities and Exchange Commission whose Rule 2-02 of Regulations 
S-X_ states: 


In determining the scope of the audit necessary, appropriate con- 
sideration shall be given to the adequacy of the system of internal 
check and control. Due weight may be given to an internal system of 
audit regulations maintained by means of auditors employed on the 
registrant's own staff. The accountant shall review the accounting 
procedures, followed by the person or persons whose statements are 
certified and by appropriate measures shall satisfy himself that such 
accounting procedures are in fact being followed. 


If the independent auditor is to give the fullest possible weight to 
the work of the internal audit staff, he must satisfy himself that the 
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staff is composed of men of adequate training and ability. He must 
make sure that it functions with sufficient freedom and independence. 
He must satisfy himself that its programs and methods are properly 
devised, that they are actually put into effect, and that it reports to an 
official sufficiently removed from the actual recording of transactions 
to be in a position of sufficient responsibility and authority to be sure 
that he will take an objective view of the matters reported to him, and 
that he will be able to see to it that such matters as require the consid- 
eration of the executive officials of the Board of Directors are brought 
before them. 


All this requires the expenditure of time and the exercise of judg- 
ment. A critical examination of internal audit programs, a careful 
perusal of internal auditors’ reports, and a test to see if the internal 
auditors actually do the work which they are instructed to do requires 
time as well as exercise of skill and judgment. In many ways it is one 
of the most important parts of an audit. 


The relation between the independent auditor and the internal 
auditors is certainly not that which exists between the independent 
auditor and members of his staff. The independent auditor does not 
directly issue instructions to members of the internal audit staff, al- 
though he may frequently do so indirectly by making suggestions for 
internal audit programs. The relation is more nearly parallel to that 
existing between two accounting firms, one of which is doing work 
which the other firm is willing to accept after satisfying itself of the 
responsibility and reliability of its correspondent. 


In the matter of reliance on the work of the internal audit staff 
and the preparation of schedules and statements by the clients, the 
requirements of the Securities and Exchange Commission and those of 
generally accepted auditing procedures are the same. The Securities 
and Exchange Commission, however, has some rather formal require- 
ments concerning the use of a client’s staff. It would, for example, in 
the opinion of the Commission, be quite improper for the auditor to 
request the client’s bookkeeper or even the client’s internal auditor to 
assist in making a specific check of some record. It is apparently quite 
correct, in the eyes of the Commission, to accept similar work when 
done as part of the internal audit work. 


The position of the Commission seems to be predicated on the 
existence of internal control and internal auditing which approaches 
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the ideal, a situation almost never met with in practice. In many en- 
gagements, particularly in the audits of smaller enterprises, the ac- 
countant must frequently make up for the deficiencies of his client's 
organization. 


There is no doubt that where the public accountant does work 
which is under the supervision of the Commission he must follow the 
Commission’s requirements. In audit work which does not look to 
the preparation of statements for the Securities and Exchange Com- 
mission but is done to report on statements for credit grantors or pro- 
prietors, the accountant may, under special circumstances, make use of 
the assistance of the, client’s staff, and he should rely on his own judg- 
ment as to the nature and extent to which this assistance can be used 
without affecting the integrity of his audit work. 


CONTROLLER'S COOPERATION 


It is hardly possible, within the scope of this paper to go into all 
the detailed ways in which an internal audit staff and the independent 
auditor may cooperate. Cooperation between the controller of a 
company and the independent auditor may bring out many possibili- 
ties of saving of time during the audit. For instance, in some cases a 
substantial part of the detail work of checking inventories physically 
may be carried cut by the internal auditors, with a considerable de- 
crease in the number of the independent auditor’s staff required for 
this work. Much of the work involved in confirming accounts re- 
ceivable may be done by the internal auditor’s staff without loss of 
control of the work by the independent auditor if properly arranged 
and supervised. 


Many schedules prepared for internal purposes may be copied or 
slightly modified for the use of the independent auditor. Intelligent 
planning of this sort will suggest many ways to do the work quicker or 
at more convenient times with equal assurance to the independent 
auditor. 


The independent auditor must, as part of his audit, make a survey 
of the internal check and control of the company. This is usually 
done by means of the comprehensive questionnaire. Most of the larger 
accounting firms have their own forms for this which have a general 
similarity. Examples may be found in the various works on auditing 
and audit working papers. Two types of comprehensive questionnaires 
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are to be found in Chapter 13 of “Contemporary Accounting,” re- 
cently published by the American Institute of Accountants. A de- 
tailed description of these questionnaires would come close to writing 
a book on internal control and you will be relieved to know I do not 
attempt this here. 


To some extent the internal auditors may assist the independent 
auditor in determining whether or not the system of internal control 
is satisfactory. If the internal auditor is instructed to examine into 
this in the course of his audits and to report on it, the independent 
auditor may use such reports as a basis for his own determination of 
the sufficiency of the internal check and control. 


To sum up the whole question from the independent auditor's 
point of view, it may be said first, that the independent auditor is re- 
sponsible for satisfying himself that all transactions of the company 
on whose accounts he is reporting have been checked either by another 
official or employee, which is internal check and control, or by an in- 
ternal auditor or by his own staff. His audit program and question 
naires should be so arranged that he can demonstrate that all trans- 
actions are so covered. The distribution of this-coverage is a matter 
for the judgment of the independent auditor. Based on his investiga- 
tion of conditions, the independent auditor should satisfy himself of 
exactly what transactions are adequately covered by internal check or 
internal audit and arrange his own program: first, to cover such parts 
f the audit as only the independent auditor can undertake; and, 
second, to remedy any deficiencies in the internal check and internal 
audit of his client. If these latter are serious, this should be reported to 
the client with suggestions for cooperation which will tend to reduce 
the volume of his work at the next audit. 


Bernard Shaw once said that to some extent every profession is 
a conspiracy against the public. I think we all know what he meant. 
Most professional men like to have a little mystery surrounding their 
work. Many professional men would like to have some more work and 
therefore make no effort to minimize the need for their services. I be- 
lieve, however, the enlightened self-interest of the accounting profession 
will not lead it into these errors. Accountants and auditors for many 
years have made efforts to reduce the volume of their work, and, to 
some extent, to work themselves out of jobs. They have been success- 
ful so far as particular types of work are concerned, but the total vol- 
ume of accounting work has increased steadily over the years. I wish 
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I could say that the end is in sight, but I do not believe it. One of the 
most effective means by which the accountant can reduce some part of 
his work is through the most careful cooperation with the controller 
and the operating management of the company io develop and build 
up the internal check and control, and the internal audit work of the 
corporation with a corresponding decrease in the volume of detailed 
work required from the staff of the independent auditor. 
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PART TWO 
FROM THE STANDPOINT OF THE COMPANY 


By VICTOR Z. BRINK 


T IS highly appropriate that those persons responsible for the in 
ternal organization and operation of American business should turn 
in this post war period to a re-examination of the principles and pro- 
cedures by which the proper internal functioning is more assured. All 
of us familiar with the pressures and problems of war time operations 
know that there was an unavoidable let down in such areas. Not that 
anyone in a responsible position shirked his responsibilities in that re 
spect—it was simply a case of giving attention to more pressing needs 
These other needs included the procurement of vital materials, accel- 
eration of production, financing problems—-Government loans, deter 
mination and collection of amounts due from Government agencies. 
and the like. Now, however, these things are behind us, at least to a 
substantial extent. We are now moving back into a kind of operation 
where internal efficiency again becomes of first importance. It is time, 
therefore, to reorient ourselves to sound principles of internal -control 
and to see to it that such principles are applied in our individual busi- 
ness organizations. 


It will, of course, be impossible in this paper or within the limits 
of any program such as this to deal with all of the internal procedures 
and policies which make for effective internal control. We can, how 
ever, examine the fundamental basis of good internal control and the 
major principles which should be observed in dealing with the specific 
problems in the individual organization. We can also consider certain 
problems of organization—the place in the company organization of 
those key individuals who are charged in some manner with major re- 
sponsibilities for good internal control. This paper will be directed to 
those ends. 


GENERAL MEANING OF INTERNAL CONTROL 


As 2 starting point we may well consider for a moment the general 
meaning of the term “Internal Control.” It is a term which has often 


been narrowly construed to apply only to matters which directly affect 
accounting. A more realistic view, however, is, I believe to relate it 
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to the efficiency of all the company’s internal procedures and policies 
insofar as those internal procedures and policies deal with the acquisi- 
tion, handling or disposition of company assets, or insofar as they re- 
late to the general financial operations of the company. There are, of 
course, transactions of a specialized nature with respect to which one 
does not ordinarily associate the term internal control. The isolation 
of such transactions is, however, at best insecure and will be broken 
down eventually if the financial implications of these transactions be- 
come sufficiently significant. 


The goodness of the internal control has here been linked to the 
term efficiency. This efficiency is measured in certain important ways, 
which include the following: 


(1) Adequacy of control over the acquisition and receipt of goods 
and services needed by the business. This includes the question of 
proper authorization, general tests of propriety and assurance of the 
receipt of the goods or services both in a physical sense and in accord- 
ance with the authorized basis. 


(2) Adequacy of control over the handling and care of company 
assets in the light of value of the particular assets, risk of loss or dam- 
age, etc. 


(3) Adequacy of control over the utilization of company assets 
and resources. This would, of course, include raw materials, supplies 
and fixed plant, and also purchased services, manpower, and the like. 


(4) Adequacy of control over the disposition of company assets 
and services as sales to assure that revenue is properly recognized and 
safeguarded. 


(5) And finally adequacy of the procedures for meeting the var- 
ious regulatory requirements imposed by Government. These pro- 
cedures include matters such as priorities, wage stabilization require- 
ments, price ceilings, and all types of periodic Governmental reports. 

The adequacy of the control in each case means the extent to 
which protection is provided against fraud, error, waste, or other types 
of loss. It means also the extent to which there is an economy of time 
and effort by doing things the best possible way and having informa- 
tion available promptly. 


PRINCIPLES OF INTERNAL CONTROL 


With the nature and objectives of good internal control as a foun- 
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dation we may advantageously consider certain basic principles which 
are of first importance. The first of these principles and perhaps the 
foremost is the working out of checks and balances as a part of the pro- 
cedures. This principle is simple of expression but it is at the same 
time far reaching and often difficult of application. It means that the 
results of a particular computation, transaction, group of transactions, 
or even a major functional operation, is tested, checked, or appraised 
by another type of action which is substantially independent of the 
original action. At the clerical level this may consist of a second clerk 
rechecking extensions originally made by the billing clerk. At a high- 
er level it may consist of the accounts payable department checking 
the agreement of the purchase order with the receiving reports pre- 
pared by the receiving department. At a still higher level the work 
of the internal auditing department constitutes a check or balance with 
respect to the operations of the treasury department. Or as a more 
non-accounting illustration I recall Mr. Alfred Sloan’s statement that 
he looked upon the General Motors Proving Grounds as a check on his 
manufacturing department. 


In actual practice, the number of direct and indirect checks and 
balances constitutes a complex pattern. The objective is, of course, to 
develop the procedures in such a way that these checks and balances 
can be worked out so far as possible as a part of the work which would 
be required in any event. Such developments are the real bargains 
from a cost standpoint and, where properly designed, will in many 
cases automatically call a halt to the progress of a transaction when 
some part of the transaction has been improperly handled. 


A second principle of good internal control is the establishment of 
a proper organization. It is quite apparent that people cannot func- 
tion efficiently if they are uncertain as to their responsibilities and the 
authority delegated to them, or as to the means by which their respon- 
sibilities can be discharged. Overlapping responsibilities mean in most 
cases double effort with resulting friction, or it may mean that no one 
feels the real responsibility with the result that no action is taken at all. 


A third principle of good internal control is that the procedures in 
operation, no matter how skillfully designed in the first instance, must 
be currently reviewed in the light of the then existing conditions. All 
internal procedures can not mect the test of stopping the transaction 
when the particular procedure is omitted or improperly carried out 
and the current review must, therefore, determine the extent of com- 
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pliances. In addition, conditions may have changed and changes in 
the procedures may be needed. This means that continuously and in 
a systematic manner we must be taking a fresh look and appraising 
the adequacy of our procedures in the light of the cost of the proce- 
dures, the risks involved, and the benefits obtained. 


The last principle in my classification is that of intensive follow 
up of all indicated deficiencies in the internal procedures. The indi- 
cations of deficiencies may take the form of errors discovered, com- 
plaints received or of findings and recommendations of those who have 
reviewed and appraised the current procedures. In all cases the im- 
portant thing is to consider the significance of the deficiency and the 
cost and merits of the alternatives, and to reach a decision. Where 
the decisions are to take certain actions the important thing is to see 
that such actions are carried through to a conclusion. 


MEANS AVAILABLE FOR ACCOMPLISHMENT 


We may next appropriately turn to some of the major means 
which are available to management for the development of good in- 
ternal control in its company organization. All of these techniques and 
methods are, of course, being constantly improved and perfected and 
in many cases new techniques are evolving to deal more effectively 
with certain phases of the problem. The increased utilization of these 
techniques is without question an area in which all of us who seek to 
serve management can render one of our greatest contributions. 


One of the most important of these available means is certainly a 
good accounting system—a phase in which you as controllers and in 
which all of us as accountants are especially interested. The start- 
ing point here is an intelligent consideration of what management 
needs to discharge properly its responsibilities. These needs center 
about the responsibilities for the proper protection of company assets 
and the utilization of company resources in such a way as will result 
in the greatest legitimate profit judged from the standpoint of the com- 
pany’s long run interests in relation to the interests of the society of 
which the company is a part. This involves decisions as to what trans- 
actions should be identified and in what detail? What assets merit 
protection and how much? The manner in which information should 
be classified and summarized and the manner in which it should be 
made available? In all of these decisions the accountant can and 
should take a leading part. The point to be emphasized, however, is 
that the decisions must in the main precede the actual formulation of 
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the accounting procedures as such. The accountant is then in a posi- 
tion to develop the specific forms and procedures by which the trans- 
actions involved can be first identified and recorded and by which the 
subsequent accumulation and classification of data can be carried out 
to make the information available in part for current reference and in 
reports to provide the needed information. 


In carrying out his assignment the accountant can judge the de- 
gree of successful accomplishment in the light of certain criteria. 
These criteria will include: 


(1) The extent to which the principle of automatic checks and 
balances is exploited. 


(2) The extent to which simplification is attained. 


(3) The extent to which the forms or other papers prepared pro- 
vide assistance to those engaged in or charged with the responsibility 
for current operations. 


(4) The speed with which information is made available at all 
stages. ; 


(5) The ease with which later reference can be made to the un- 
derlying data by auditors or others. 


(6) The extent to which complete coverage of the particular type 
of transaction is assured. 


(7) The extent to which the cost of providing the accounting ser- 
vices is reduced. 


A second important technique which may be utilized by man- 
agement, and in part involving the accounting system directly—al- 
though broader than the accounting system as such, is the develop- 
ment of manuals or other written media which set forth in a clear cut 
fashion the organizational responsibilities and the important company 
policies. The development of these manuals serves a twofold purpose. 
In the first place, they force management to clarify its own thinking 
—and this clarity frequently does not exist. In the second place, the 
written record is available for the guidance of those directly involved 
and also for the information of other persons who have indirect re- 
lationships with the group primarily involved. 


The development of a good budgetary program is still another 
important technique for control purposes. This technique covers a 
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wide range from the development of standards for the performance of 
particular operations and the cost of particular products or services to 
the forecasting of budgets of operations, cash budgets, financial state- 
ments, and the like. In all cases the common characteristic lies in the 
establishment of a standard or yardstick against which actual per- 
formance can be measured and based upon which deviations can be 
analyzed to determine corrective action or possible changes in man- 
agement policy. 


Still another important technique for the accomplishment of good 
internal control is the setting up of a good personnel department. It is 
quite obvious that internal procedures cannot be carried out efficiently 
unless properly qualified individuals are carrying out those procedures. 
Moreover, the original selection of the employees, while of basic im- 
portance, is not enough. The employees must be adequately trained 
in the light of the special company requirements. In addition, it is 
necessary that proper incentives be provided and that appropriate per- 
sonnel policies be developed for the employees’ general welfare and the 
preservation of their general morale. 


I have by no means covered all of the available techniques but I 
should like to close this section of our discussion with the considera- 
tion of one of the more recently developed techniques—that of internal 
auditing. Here is an excellent illustration of a technique which has 
developed in response to specific needs of management. In the smaller 
type of organization, management is, of course, able to maintain a 
fairly intimate contact with current operations. Under such circum- 
stances the reliance on accounting and statistical data is naturally more 
limited. When, however, the company’s operations expand on a vol- 
uminous and far flung basis the aforementioned program becomes im- 
practicable. Management is more and more divorced from actual 
operations and must in formulating policies and procedures rely on 
accounting and operating reports. The need for the verification and 
analysis of currently prepared accounting data, therefore, increases. 


The formulation of policies and rules at the same time creates 
other new problems. Management must now have assurance that the 
policies and rules are understood and carried out as intended. More- 
over, the lack of first hand contact with and observation of operations 
brings with it the need for the appraisal we previously found to be so 
important. Management has, therefore, found it to be increasingly ad- 
vantageous to make use of a new agency—the internal auditing de- 
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partment—to bridge the gap and to serve as an independent check on 
the accounting and other operations of the organization. 


It may be true, in a certain sense, that internal auditors have taken 
over a part of the work formerly carried out by public accountants. 
This transition has, in my opinion, been a very natural and healthy 
one. It is clear that in a large corporation the more detailed type of 
auditing and analysis can be performed more economically by auditors 
on the company’s own payroll. Of even more significance, however, 
is the fact that this basic auditing work is simply the starting point for 
an even more important range of management services for which the 
internal auditor, through his association with company activities, is 
especially fitted. The outside accountants, at the same time, have had 
their public responsibilities increased many fold and the leaders of 
the profession, including Mr. Maurice Peloubet who is with us to- 
night, have recognized the soundness of the change and have regarded 
it as an opportunity to direct their own efforts to the larger questions 
for which they are so well qualified. There is, in my opinion, no com- 
petition between the internal and external auditor. While they have 
certain common interests, each has his own basic responsibilities and 
each must direct his efforts to the proper discharge of those responsi- 
bilities. 


TO WHOM RESPONSIBLE 


There is only one further matter upon which I should like to 
touch. This matter concerns the place of the internal auditor in the 
company organization and his relation to the Controller. It is ex- 
pressed in the question “To whom should the Internal Auditor be 
directly responsible?” The importance of the answer revolves largely 
upon the bearing it has on the independence of the internal auditing 
department. In this connection it is essential to recognize that the 
basis of effective auditing is that the internal auditor be independent 
of any operation or department which he is asked to review. This is 
necessary because otherwise the internal auditor cannot appraise and 
criticize the particular activities, being restrained as he is by his lack 
of authority and by his dependence, in a sense, on the mercy of the 
person in charge of the particular operation. This is not a sound situ- 
ation and it tends to undermine one of the most important contributions 
which the internal auditor can make. The best answer to the basic 
question, therefore, 2s | applies to internal auditing will normally be 
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that one which, so far as it is practicable, gives the internal auditor the 
greatest independence in carrying out his internal auditing activities. 


The idea has been advanced that to best achieve this independence, 
the internal auditor should be made directly responsible to the board 
of directors, and this procedure has been followed in some companies. 
This procedure has merit but care must be exercised that the arrange- 
ment does not undermine the basic fact that internal auditing is a 
technique by which management accomplishes good internal control. 
For the latter purpose the internal auditor should be under the direct 
control of the management. 


As to what officér the internal auditor should report to, no final 
answer can, in my opinion, be given. In the first place, one can easily 
be deceived by titles and assume that reporting to an officer with a 
given corporate title is the same in two situations. Unfortunately, the 
function and authority of officers bearing the same title vary widely 
between companies. In making any decision, therefore, as to lines of 
responsibility, it is necessary to determine that the officer in question 
has sufficient authority to assure the needed independence to the in- 
ternal auditor, regardless of the title that officer may have. It is clear- 
ly undesirable that the internal auditor report to the officer who func- 
tions as the Chief Accountant. It would also be undesirable for the 
internal auditor to report to any department head. On the other hand, 
if the internal auditor reports to the President or a Vice President, in- 
dependence seems to be best assured. As to whether or not he should 
report to the Controller is to my mind substantially a question as to 
whether the organizational status of the Controller is of a vice-presi- 
dent status—in other words, a management executive of first rank. 


I have set forth the above conclusions very frankly because I be- 
lieve that you want that type of presentation. I should like to add, 
however, that I am well aware of the difference between theory and 
practice and that in the last analysis it counts less what the official 
chart says and more as to what the real working relationships are in 
a particular company. From the standpoint of the internal auditors, 
we are interested primarily in the opportunity to do the right kind of 
a job and to render the services of which internal auditing is capable. 
Entirely too much emphasis can be given to questions of jurisdiction 
whereas the really important matter is the working together as a team 
to achieve the common objectives of long run welfare of the company 
involved. 

















ANNUAL 


REPORT OF INDUSTRIES COMMITTEE 


FISCAL YEAR 1945-1946 


CHARLES J. HILL, Chairman 


NOTHER milestone in the life of Tue Instirute or Inrernat 
Aupirors, Inc., has been passed, and we find the Industries Com- 
mittee now firmly established and with its objectives unchanged. To 
repeat, the problem of how best to serve the interests of the members 
as a Class is still the chief problem of the committee. 


Because of the comparatively recent establishment of internal 
auditing on an association basis, little material of special application 
to the different industries, etc., is available. The time is approaching 
when it should be possible and advantageous to assemble the practices 
of each group for the benefit of the others, not so much for establishing 
uniformity as for selecting preferred, proved practices to eliminate 
weaknesses or unnecessary operations. 


During the year one general questionnaire was circulated to all 
members. The summarization of the replies thereto appeared in the 
September 1946 issue of The Internal Auditor. There were several 
questionnaires circulated within the various Industry Groups during 
the year and the replies in most instances have been, or will be circu- 
lated to the members of the interested groups. In addition many 
requests for specific information on internal auditing problems were 
answered directly by the group representatives in such cases where 
material was readily available or obtainable. 


Two proposals of the current year have been left as “Unfinished 
Business” for consideration by the committee for the next year. 


1. A request to each member to select from his current audit 
procedures one which can be considered to cover a phase of 
operations either peculiar to his industry, e.g., the audit of 
commutation tickets for a railway company; or characteristic 
of his industry, e.g., audit of pricing or inventories of retail 
stores; and submit a brief of that procedure to the Committee. 
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These would serve as an excellent nucleus for the Industries 
File now being established. 


2. The rapid growth of Tue Instrrutre has caused some dif- 
ficulties in classifying members in the appropriate industry 
groups, and there is indication that the present groupings 
may not be adequate to cover our enlarged membership. A 
general circularization would provide for each member being 
given the opportunity to designate the group with which he 
would prefer to be affiliated, and, if new groupings appeared 
to be desirable, a listing of such groupings would be arranged 
and members advised accordingly. 


As a result of our most recent questionnaire, the files now contain 
the names of several members who have established manuals of pro- 
cedure on Internal Auditing and who have stated their willingness to 
lend the manuals to others interested in establishing one for their re- 
spective companies. This is one of the real accomplishments of the 
Industries Committee.. 


Reports on the activities of the Committee have appeared in our 
Quarterly publication, and, based on comments received, are being read 
with interest. 


As Chairman, I would like to express my sincere appreciation of 
the assistance given me by the several Industry Representatives. I 
close my term of office with a strong sense of the potential importance 
of the work being undertaken. 





THE LIFE STRENUOUS 


One saying or one action 

Will not bring eternal fame, 
For that is but a fraction 

Of the counters in the game. 
Your speed must not diminish, 
You have got to “hold the pace,” 
If you’re to see “the finish” 

As the winner of the race. 


—Huco ALEXANDER HAMILTON 




















OFFICERS AND DIRECTORS 
of 
THE INSTITUTE OF INTERNAL AUDITORS, INC. 
FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 1947 


OFFICERS 


President: ARTHUR E. HALD 
Consolidated Edison Company of New York, Inc. 
ist Vice President: VICTOR Z. BRINK 
Continental-U nited Industries Co., Inc. 
2nd Vice President: HARRIS R. SYMES 
The Detroit Edison Company 
Treasurer: DAVID B. MATHIAS 
Bankers Trust Company 
Secretary: J. K. LAURENTZ 
The Brooklyn Union Gas Company 


DIRECTORS 


Term Expiring 1949 CHARLES J. HILL 
The Peoples Gas Light & Coke Company 
PHILLIPS C. SALMAN 
Socony-Vacuum Oil Company, Inc. 
HARRY H. WARTHEN 
Provident Mutual Life Insurance Company 
Term Expiring 1948 G. T. BODMAN 
Continental Oil Company 
BRADFORD CADMUS 
Standard Brands Incorporated 
ARTHUR J. E. CHILD 


Canada Packers Limited 
Term Expiring 1947 JOSEPH J. CLAIR 
Metropolitan Life Insurance Company 
CHARLES J. FUE 
The Brooklyn Union Gas Company 
CHARLES S. WEBSTER 


National Biscuit Company 


Three Year Directors 


One Year Directors 
ERNEST R. DENT 
E. 1. du Pont de Nemours & Company 
WM. J. FARNAN 
General Baking Company 
ROBERT L. GERAGHTY 
Shell Oil Company, Incorporated 
J. McCALL HUGHES 
The Mutual Life Insurance Company of New York 
ARTHUR H. KENT 
Standard Oil Company of California 
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Past Presidents 
1941 - 1942 


1942 - 1943 
1943 - 1944 
1944 - 1945 


1945 - 1946 


Chicago 
Cleveland 
Dayton 
Detroit 

Los Angeles 
Miami 
Montreal 
New England 
New York 
Philadelphia 
Pittsburgh 
Saginaw Valley 
San Francisco 
St. Louis 


Toronto 
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One Year Directors (Cont'd) 


J. ERNEST LAURIE 
Prudential Insurance Company of America 


PAUL E. TIERNEY 


John Hancock Mutual Life Insurance Company 


JOHN B. THURSTON 
Trans World Airline, Inc. 


ROBERT B. MILNE 

Columbia Engineering Corporation 
WILLIAM H. GARBADE 

Shell Oil Company, Incorporated 
ALAN LAUCKNER 

Central Hanover Bank and Trust Company 
CURTIS T. ATKISSON 


Ebasco Services, Incorporated 


Presidents of Chapters 


LE ROY R. HAAS 

Chicago Title & Trust Company 
DANIEL H. JOHNSON 

Pickands Mather & Co. 
ARTHUR C. CHESNEY, JR. 

"The Chas. Sucher Packing Co. 
EARLE H. CUNNINGHAM 

General Motors Corporation 
WILLIAM J. LEHMANN 

Lockheed Aircraft Corp. 
RALPH E. AYERS 

Sears, Roebuck & Company 
REGINALD UDEN 

Canada Packers Limited 
HAROLD A. MARTINSON 

Boston Consolidated Gas Company 
HERBERT C. M. COBB 

Worthington Pump & Machinery Corp. 
FRANK M. FISHER 

The Lehigh Coal & Navigation Company 
WILBERT A. WALKER 

United States Steel Corporation of Delaware 
GLENN A. CORNING 


Buick Motor Division, General Motors Corporation 


VICTOR G. GENDRON 
Crown Zellerbach Corp. 
JOSEPH G. LOUIS 
The Grove Laboratories, Inc. 


WILLIAM J. L. TOWNSEND 
Canada Packers Limited 




















MEMBERSHIP BY CHAPTERS 
CHAPTER Sept 30, 1946 Sept. 30, 1945 
Chicago 85 69 
Cleveland 44 35 
Dayton 31 27 
Detroit 93 81 
Los Angeles 101 4 
Miami 24 17 
Montreal 42 24 
New England 34 26 
New York 224 205 
Philadelphia 59 48 
Pittsburgh 32 24 
Saginaw Valley 18 -- 
St. Louis 19 --- 
San Francisco 68 52 
Toronto , 39 31 
Non Chapter 105 88 

Total 1018 821 














SUPPLEMENTAL LIST OF NEW MEMBERS 
AND BUSINESS AFFILIATION CHANGES 


AUGUST |, 1946 TO OCTOBER 31, 1946 


JOHN E. AULT, JR. STANLEY F. BLUTHNER 
Willys-Overland Motors, Inc. Samson United Corporation 
W. FRANCIS BENE sieeve 
° +> ; M. J. BOEDEKER 
Boston Edison Company Lybrand, Ross Bros. & Montgomery 
C. KENNETH BENSON 


C. Kenneth Benson R. A. BOTTENFIELD 
EDWARD BICKNELL Lybrand, Ross Bros. & Montgomery 
Werd Baking Company CHARLES F. BRAUER 
CURTIS W. BLAZER Buffums’ 

Central National Bank of Cleveland (New Business Affiliation) 
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VICTOR Z. BRINK 
Continental-United Industries Co., Inc. 
(New Business Affiliation) 


MAYNARD A. BURLESON 
Hinderer-Baylor Associates 
(New Business Affiliation) 


CARL I. CANAAN . 
Standard Oil Company of California 
(New Business Affiliation) 


ELMER RICHARD CARROLL, JR. 
RCA Victor Company, Ltd. 


FRANK W. CELIO 


Metropolitan Life Insurance Company 


(New Business Affiliation) 


WILLIAM J. COLELEUGH 
Douglas Aircraft Company 


ALVA L. COMBS 
The Glidden Company 


LINTON COPELAND 
Michigan Hospital Service 


GORDON R. CORNWELL 
Ford Motor Company 


FRANK A. COSTA 
Knust-Everett & Cambria 
(New Business Affiliation) 
WILLIAM H. CURRIER 

General Tire & Rubber Co. of Calif. 
(New Business Affiliation) 


GEORGE 0. DARMSTATTER 
The Weideman Company 


LT. COL. EDWARD DON 
Edward Don & Company 


RUDOLPH J. DREWS 
U. 8. Steel Corp. of Delaware 


CLAYTON N. DUNHAM 
Chaudler-Evans Corporation 
(New Business Affiliation) 
ROLFE S. EATON 
Fruehauf Trailer Company 
JAMES V. EDWARDS 
Trans World Airline —_TWA 


DAVID E. ELLIS 
Dime Savings Bank of Brooklyn 
ANDREW J. FINCK 
Fairchild Aircraft Division 
JOHN J. GORMAN 
Kaiser-F razer Corporation 
(New Business Affiliation) 


JOHN J. HEINS 
T. M. Byxbee & Company 
(New Business Affiliation) 


JOHN V. HICKEY 
Frank Briscoe Company 
(New Business Affiliation) 


MILTON P. J. HICKEY 
Graham Paige Motors Corporation 
(New Business Affiliation) 


RALPH R. HOLMDOHL 
Fruehauf Trailer Company 


ELI HURWITZ 


Peninsular Institute 


LEONARD B. HURWITZ 
Dominion Electrical Mfg. Co. 


NORMAN L. JACKSON 
Famous Players Canadian Corp., Ltd. 


LANCELOT JACQUES, III 
Fairchild Aircraft Division 
HAROLD R. JANTZ 
Ohio Rubber Company 


ELMER JOHNSON 
Standard Oil Company of California 


_ HERBERT C. JOHNSON 
Consolidated Natural Gas Company 


WILLIAM F. KALWITZ 


General Motors Corporation 


CHARLES E. KLEIN 
Chesebrough Manufacturing Co. 


RAYMOND KNOWLES 


Anaconda Copper Mining Company 


WILBUR J. KRAI 
Fox River Dairy Company 


L. K. LACEY 
L. K. Lacey 


A. M. LaCOMBE 
Standard Oil Company of Calif. 


PHILLIP J. LEE 
Fruehauf Trailer Company 


JOSEPH G. LOUIS 
The Grove Laboratories, Inc. 
(New Business Affiliation) 
J. W. MALONE 
Micro Switch Division 


ROBERT D. MANN 
Robert D. Mann 














Supplemental List of Members 


FERGUS L. MARTIN 


Famous Players Canadian Corp., Ltd. 


WILLIAM A. McKAMEY 


Fruehauf Trailer Company 


HARRY A. MERRILL 
Tooley-Myron Studios 


OWEN K. METZ 
Bechtol Brothers, McCone Company 


DAVID L. MITCHELL 


Purity Bakeries Corporation 


NORMAN B. MULLEN 


Continental United Industries Co., Inc. 


ALLEN EUGENE MURISON 
E. R. Squibb & Sons 
(New Business Affiliation) 
CARL W. MURRAY 
L. A. Young Spring & Wire Corp. 
WILLIAM C. NERO 


Union Oil Company of California 
ALBERT M. NORMAN 
Rheem Manufacturing Company 
FRITZ A. OHRN 
New England Power Service Co. 
HERMAN OSTEEN 
The City Ice & Fuel Company 
C. DANTON PAULSON 
Pacific Supply Cooperative 
Cc. J. PHARMER 


War Assets Administration 


ROY A. PILLING 
Standard Oil Company of California 


W. G. PROCTOR 
Pan American Airways, Inc. 
(New Business Affiliation) 
JOHN E. RALPH, JR. 
Rockwell Manufacturing Company 
WESTON RANKIN 
Price, Waterhouse & Company 
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JOHN P. REEDY 
Inland Steel Company 


JAMES A. RICHARDS 


Price, Waterhouse & Company 


G. W. ROBINSON 
Price, Waterhouse & Company 


CHARLES W. RUPPERSBURG 


Chesebrough Manufacturing Company 


WILLIS L. RUSSELL 
The National Cash Register Co 
CHARLES SCHLEF 
Butler Brothers 


RICHARD W. SEIBEL 


Wagner Electric Corporation 


JOHN A. SHORE 


Fairchild Aircraft Division 


ELMER R. SMITH 
Livingston Brothers, Inc 
(New Business Affiliation 


W. A. SOWARDS 
Columbia Steel Company 


P. W. STEVENS 
Columbia Steel Company 
F. C. SZUTER 
Harris-Seybold Company 
CHARLES M. TYNER 
Pan American Airways, Inc 
HENRY J. WENDT 
Standard Brands, Inc. 
RICHARD WIERSTEINER 


Oliver & Wiersteiner 
(New Business Affiliation) 


B. J. WILLIAMS 
Marsh L. McLennon, Inc. 


J. DOUGLAS YERGER 
The Coca-Cola Company 


RESIGNATIONS 


JOHN BERRY, JR. 























Cass 


Member 


Junior 


CHAPTER 


Los Angeles 


New York 


New York 


Pittsburgh 


Pittsburgh 


Associate Philadelphia 


Cleveland 


RELEASED FROM MILITARY SERVICE 


V. J. OSKO 

Farmers Underwriters Association 
4680 Wilshire Boulevard 

Los Angeles, California 


WALTER C. MICHEL, JR 


“United States Treasury Department 


Bureau of Internal Revenue 


ERNEST BYRON WHITE 

Brooklyn Wine & Spirits, Incorporated 
16 Court Street 

Brooklyn, New York 


THOMAS REGINALD CLOAKE 
Carnegie-lllinois Steel Corp. 

535 5th Avenue 

Pittsburgh 19, Pennsylvania 


WILLARD H. YOUNG 
H. J. Heinz Company 
P. O. Box 57 

1062 Progress Street 
Pittsburgh, Pennsylvania 


ROBERT N. ROSE 


The Equitable Life Assurance Society of the U. § 


186 Montague Street 
Brooklyn 2, New York 


LEONARD A. MILLER 
American Steel & Wire Company 
1122 Rockefeller Building 

641 Superior Avenue N. W., 
Cleveland, Ohio 




















EMPLOYMENT SECTION 


HE Employment Section is intended to be of assistance 

to InstrruTre members desiring to make new connec- 
tions and to companies having internal auditing positions 
available. The names of interested members or of com- 
panies requesting space in this section will remain anony- 
mous, if desired. 


All communications should be addressed to The Secre- 
tary—Tue Instirute or Internat Avuprtrors, Room 404, 
120 Liberty Street, New York 6, N. Y. Reference should 
be made to the Box “E” number. 











SUBSCRIPTION ORDER 


Tue INTERNAL AvupIToR, 
120 Liberty Street, 
Room 404, 

New York 6, N. Y. 


Please enter my subscription for Tae INTERNAL AuprTor 
EES: year(s) beginning with the issue for the . 
quarter, at the rate of $4.00 per year. 


| ee in payment thereof. 


(Signed) . penbiidhedahead 
Address siiadadinieadi 
City Zone.. 

State j sisi Ditaiaieceablati 
































Publications of The Institute of Internal Auditors 


“Internal Auditing—Now and After The War” 
PAPERS AND DISCUSSIONS at the 
THIRD ANNUAL CONFERENCE OF THE INSTITUTE 


OCTOBER 9 and 10, 1944 


UBJECTS Sea and discussed by 
accountants, and authorities in related fie! 
Internal Audi 





Internal Coatzel, War Contract 
Aspects of Cost ye 
Controls, Limits To the an 


the War, t 


Wi 
él Gaisae al the Internal Auditor. 














Price $1.75 


“Internal Auditing Philosophy and Practice” 
Edited by CHARLES J. FUE 
General Auditor, Brooklyn Union Gas Company 


A Symposium of Pa and Addresses presented during the 
1942-19435 Season of THe InstrruTe or INTERNAL AupIToRs. 
THIS VOLUME COMPRISES SIX PARTS: 
. INTERNAL AUDITING TECHNIQUES IV. INTERNAL AUDITING AND THE 
SECURITIES AND EXCHAN 


E GE 
. INTERNAL AUDITING AND aaa al 


MANAGEMENT V. AL AUDITING AND WAR- 
TIME? PROB 


. INTERNAL AUDITING AND VI. INTERNAL AUDITING AND THE 
PUBLIC ACCOUNTING FUTURE 


“INTERNAL AUDITING PHILOSOPHY AND PRACTICE” stresses the co- 
operation of the Internal Auditor with the Public Accountant, 
|< ed of Internal Auditing to Management, War and Post 

ems 








“Internal Auditing: A New Management Technique” 


Edited by JOHN B. THURSTON 
HIS volume contains 462 pages divided into thirty-six chapters. 
It contains outstanding essays, outspoken discussions and valuable 
information covering the subject of modern internal auditing. k 
Price $3.50 


“Managerial Control Through Internal Auditing” 
Prepared by The Research Department of 
THE INSTITUTE OF INTERNAL AUDITORS 


MRRn Internal Auditing lies in the area of sporagement control. 
This concise volume has been published to guide business manage- 
ment in the utilization of its ne ee staff; how, as a tool 
of management, modern internal cudi ag Sas nas progressed fa: far beyond the 
arithmetical _Verificati of al statements; 
how it has b lete intra y financial and 
review embracing erlection of the ~~ A internal control and re- 
liable assurance 0 Ee to the standards of performance. The 
parts: I. The Gene: oa Nature of Anternal Auditing, 
t. Major — Ill. The Internal Auditin 
oo . V. The Place of the Interna 
tin 


SE. # in the Com: ganization and VI. Co-ordina- 
i of pers Auditing with the ay, Og Accountant. ’ 
Price $1.50 


Order from your favorite bookseller or directly from 
BROCK and WALLSTON, Publishers, 39 Atlantic St., Stamford, Conn. 


























